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FRANKLIN LIBERTY U.S. LOW VOLATILITY ETF
FUND SUMMARIES

FLLV

Franklin Liberty U.S.
Low Volatility ETF

Portfolio Turnover

Investment Goal
Capital appreciation with an emphasis on lower volatility.

Fees and Expenses of the Fund
The following table describes the fees and expenses that you will incur if you
own shares of the Fund. You may also incur usual and customary brokerage
commissions when buying or selling shares of the Fund, which are not reflected in
the Example that follows.
Annual Fund Operating Expenses

(expenses that you pay each year as a percentage of the value of your investment)
Management fees

0.29%

Distribution and service (12b‑1) fees

None

Other expenses

0.24%
0.53%

Total annual Fund operating expenses1
Fee waiver and/or expense reimbursement

-0.24%

Total annual Fund operating expenses after fee waiver and/or expense reimbursement1, 2

0.29%

2

1. Management fees of the Fund have been restated to reflect current fiscal year fees as a result of a decrease in the Fund’s
contractual management fee rate effective on October 1, 2019. If the management fees were not restated to reflect such decrease
in fees, the amounts shown above would be greater. Consequently, the Fund’s total annual Fund operating expenses differ from the
ratio of expenses to average net assets shown in the Financial Highlights.
2. The investment manager has contractually agreed to waive or assume certain expenses so that total annual Fund operating
expenses (including acquired fund fees and expenses, but excluding certain non-routine expenses) for the Fund do not exceed
0.29% until July 31, 2021. Contractual fee waiver and/or expense reimbursement agreements may not be changed or terminated
during the time period set forth above.

Example

This Example is intended to help you compare the cost of investing in the Fund with
the cost of investing in other funds. The Example assumes that you invest $10,000
in the Fund for the time periods indicated and then sell all of your shares at the end
of the period. The Example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain the same. The Example
reflects adjustments made to the Fund’s operating expenses due to the fee waivers
and/or expense reimbursements by management for the 1 Year numbers only.
Although your actual costs may be higher or lower, based on these assumptions
your costs would be:

2
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1 Year

3 Years

5 Years

10 Years

$30

$146

$273

$649
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The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or “turns over” its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund’s performance. During the most recent
fiscal year, the Fund’s portfolio turnover rate was 32.61% of the average value of its
portfolio.

Principal Investment Strategies
Under normal market conditions, the Fund invests at least 80% of its net assets
in U.S. investments. The Fund invests primarily in equity securities (principally
common stocks) of U.S. companies, which are those that:
• are organized under the laws of, or have a principal office in, or for whose
securities the principal trading market is, the U.S.; or
• derive 50% or more of their total revenue or profit from either goods or services
produced, or sales made, in the U.S.; or
• have 50% or more of their assets in the U.S.
The Fund seeks capital appreciation while providing a lower level of volatility than
the broader equity market as measured by the Russell 1000 Index. “Volatility” is a
statistical measurement of the frequency and level of up and down fluctuations of a
fund’s returns over time. Therefore, in this context, seeking to provide a lower level
of volatility than the broader equity market means that the Fund seeks returns that
fluctuate less than the returns of the Russell 1000 Index.
The investment manager seeks to accomplish its investment goal through its
security selection process. The investment manager applies a fundamentally driven,
“bottom-up” research process to create a starting universe of eligible securities
across a large number of sectors; the starting universe is derived from the holdings
of a number of actively managed Franklin Templeton equity funds. The investment
manager screens that universe on a quarterly basis in order to identify those
securities with the lowest realized volatility relative to their corresponding sectors,
while also incorporating fundamental views of individual stocks. The Fund’s sector
weightings generally are based on the current sector weightings within the Russell
1000 Index. Individual securities in the Fund’s portfolio are generally weighted
equally within each sector. The investment manager may, from time to time, make
adjustments to the Fund’s portfolio as a result of corporate actions, changes to the
volatility profile of the Fund’s holdings, or for risk management related purposes.
The Fund may invest a portion of its assets in mid-capitalization companies.

franklintempleton.com
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The Fund is an actively managed exchange-traded fund (ETF) that does not seek to
replicate the performance of a specified index.

Principal Risks
You could lose money by investing in the Fund. ETF shares are not deposits or
obligations of, or guaranteed or endorsed by, any bank, and are not insured by the
Federal Deposit Insurance Corporation, the Federal Reserve Board, or any other
agency of the U.S. government. The Fund is subject to the principal risks noted
below, any of which may adversely affect the Fund’s net asset value (NAV), trading
price, yield, total return and ability to meet its investment goal. Unlike many ETFs,
the Fund is not an index-based ETF.
Market The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.
Stock prices tend to go up and down more dramatically than those of debt
securities. A slower-growth or recessionary economic environment could have an
adverse effect on the prices of the various stocks held by the Fund.
Volatility Strategy There can be no guarantee that the Fund’s volatility strategy
will be successful; moreover, achieving the Fund’s volatility strategy does not
mean the Fund will achieve a positive or competitive return. Although the Fund is
designed to have less volatility than the broader equity market as measured by the
Russell 1000 Index, the actual volatility that the Fund experiences could be higher
than the volatility of the broader equity market and/or the Russell 1000 Index. The
volatility strategy can be expected to limit the Fund’s participation in market price
appreciation when compared to similar funds that do not attempt this strategy.
In cases of extreme market conditions during which there is price dislocation for
certain securities or in the event of systemic market dislocation, the Fund’s volatility
strategy may cause the Fund to be significantly over- or under-exposed to a specific
security, which may cause the Fund to lose significantly more than it would have
lost had the volatility strategy not been used.
Mid Capitalization Companies Securities issued by mid capitalization
companies may be more volatile in price than those of larger companies, involve
substantial risks and should be considered speculative. Such risks may include
greater sensitivity to economic conditions, less certain growth prospects, lack of
depth of management and funds for growth and development, and limited or less
developed product lines and markets. In addition, mid capitalization companies may
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be particularly affected by interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may have difficulty in repaying
any loans.
Focus To the extent that the Fund focuses on particular countries, regions,
industries, sectors or types of investment from time to time, the Fund may be
subject to greater risks of adverse developments in such areas of focus than a
fund that invests in a wider variety of countries, regions, industries, sectors or
investments.
Companies in the technology sector have historically been volatile due to the rapid
pace of product change and development within the sector. For example, their
products and services may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the release of anticipated
products or services may also affect the price of a technology company’s stock.
Technology companies are subject to significant competitive pressures, such as
new market entrants, aggressive pricing and tight profit margins. The activities
of these companies may also be adversely affected by changes in government
regulations, worldwide technological developments or investor perception of a
company and/or its products or services. The stock prices of companies operating
within this sector may be subject to abrupt or erratic movements.
Management The Fund is subject to management risk because it is an actively
managed ETF. The Fund’s investment manager applies investment techniques
and risk analyses in making investment decisions for the Fund, but there can be no
guarantee that these decisions will produce the desired results.
Market Trading The Fund faces numerous market trading risks, including the
potential lack of an active market for Fund shares, losses from trading in secondary
markets, periods of high volatility and disruption in the creation/redemption process
of the Fund. Any of these factors, among others, may lead to the Fund’s shares
trading at a premium or discount to NAV. Thus, you may pay more (or less) than
NAV when you buy shares of the Fund in the secondary market, and you may
receive less (or more) than NAV when you sell those shares in the secondary
market. The investment manager cannot predict whether shares will trade above
(premium), below (discount) or at NAV.
Authorized Participant Concentration Only an authorized participant
(Authorized Participant) may engage in creation or redemption transactions directly
with the Fund. The Fund has a limited number of institutions that act as Authorized
Participants. To the extent that these institutions exit the business or are unable to
proceed with creation and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to create or redeem Creation

franklintempleton.com
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Units (as defined below), Fund shares may trade at a discount to NAV and possibly
face trading halts and/or delisting. This risk may be more pronounced in volatile
markets, potentially where there are significant redemptions in ETFs generally.

Annual Total Returns

32.05%

Small Fund When the Fund’s size is small, the Fund may experience low trading
volume and wide bid/ask spreads. In addition, the Fund may face the risk of being
delisted if the Fund does not meet certain conditions of the listing exchange.
Large Shareholder Certain shareholders, including other funds or accounts
advised by the investment manager or an affiliate of the investment manager, may
from time to time own a substantial amount of the Fund’s shares. In addition, a third
party investor, the investment manager or an affiliate of the investment manager,
an authorized participant, a lead market maker, or another entity may invest in
the Fund and hold its investment for a limited period of time solely to facilitate
commencement of the Fund or to facilitate the Fund’s achieving a specified size or
scale. There can be no assurance that any large shareholder would not redeem its
investment, that the size of the Fund would be maintained at such levels or that the
Fund would continue to meet applicable listing requirements. Redemptions by large
shareholders could have a significant negative impact on the Fund. In addition,
transactions by large shareholders may account for a large percentage of the
trading volume on the listing exchange and may, therefore, have a material upward
or downward effect on the market price of the shares.

Performance
The following bar chart and table provide some indication of the risks of investing
in the Fund. The bar chart shows changes in the Fund’s performance from year to
year. The table shows how the Fund’s average annual returns for 1 year, 5 years,
10 years or since inception, as applicable, compared with those of a broad measure
of market performance. The Fund’s past performance (before and after taxes) is not
necessarily an indication of how the Fund will perform in the future. You can obtain
updated performance information at franklintempleton.com or by calling (800) DIAL
BEN/342-5236.

19.83%

-0.41%

2017

2018
Year

2019

Best Quarter:

Q1’19

14.91%

Worst Quarter:

Q4’18

-9.77%

As of June 30, 2020, the Fund’s year-to-date return was -4.72%.

Average Annual Total Returns

For the periods ended December 31, 2019
1 Year

Since Inception
9/20/2016

32.05%

15.84%

Franklin Liberty U.S. Low Volatility ETF
Return Before Taxes
Return After Taxes on Distributions

31.38%

15.08%

Return After Taxes on Distributions and Sale of Fund Shares

19.01%

12.16%

31.43%

15.50%

Russell 1000 Index (index reflects no deduction for fees, expenses or
taxes)

The after-tax returns are calculated using the historical highest individual federal
marginal income tax rates and do not reflect the impact of state and local taxes.
Actual after-tax returns depend on an investor’s tax situation and may differ from
those shown. After-tax returns are not relevant to investors who hold their Fund
shares through tax-deferred arrangements, such as 401(k) plans or individual
retirement accounts.
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Investment Manager
Franklin Advisers, Inc. (Advisers)

Franklin Liberty
Investment Grade
Corporate ETF

Investment Goal

Portfolio Manager
Todd Brighton, CFA
Portfolio Manager of Advisers and portfolio manager of the Fund since inception
(2016).

Purchase and Sale of Fund Shares
The Fund is an ETF. Fund shares may only be purchased and sold on a national
securities exchange through a broker-dealer. The price of Fund shares is based
on market price, and because ETF shares trade at market prices rather than
NAV, shares may trade at a price greater than NAV (a premium) or less than NAV
(a discount). The Fund issues or redeems shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (Creation Units) to Authorized
Participants who have entered into agreements with the Fund’s distributor, Franklin
Templeton Distributors, Inc. The Fund will generally issue or redeem Creation Units
in return for a basket of securities (and an amount of cash) that the Fund specifies
each day.

A high level of current income as is consistent with prudent investing, while seeking
preservation of capital.

Fees and Expenses of the Fund
The following table describes the fees and expenses that you will incur if you
own shares of the Fund. You may also incur usual and customary brokerage
commissions when buying or selling shares of the Fund, which are not reflected in
the Example that follows.
Annual Fund Operating Expenses

(expenses that you pay each year as a percentage of the value of your investment)
Management fees

0.52%

Distribution and service (12b‑1) fees

None

Other expenses

0.06%

Total annual Fund operating expenses

0.58%

Fee waiver and/or expense reimbursement

-0.23%

Total annual Fund operating expenses after fee waiver and/or expense reimbursement1

0.35%

1

Taxes
The Fund’s distributions are generally taxable to you as ordinary income, capital
gains, or some combination of both, unless you are investing through a tax-deferred
arrangement, such as a 401(k) plan or an individual retirement account, in which
case your distributions would generally be taxed when withdrawn from the taxdeferred account.

Payments to Broker-Dealers and
Other Financial Intermediaries
If you purchase shares of the Fund through a broker-dealer or other financial
intermediary (such as a bank), the investment manager or other related companies
may pay the intermediary for certain Fund-related activities, including those that
are designed to make the intermediary more knowledgeable about exchange
traded products, such as the Fund, as well as for marketing, education or other
initiatives related to the sale or promotion of Fund shares. These payments may
create a conflict of interest by influencing the broker-dealer or other intermediary
and your salesperson to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website for more information.

8
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1. The investment manager has contractually agreed to waive or assume certain expenses so that total annual Fund operating
expenses (including acquired fund fees and expenses, but excluding certain non-routine expenses) for the Fund do not exceed
0.35% until July 31, 2021. Contractual fee waiver and/or expense reimbursement agreements may not be changed or terminated
during the time period set forth above.

Example

This Example is intended to help you compare the cost of investing in the Fund with
the cost of investing in other funds. The Example assumes that you invest $10,000
in the Fund for the time periods indicated and then sell all of your shares at the end
of the period. The Example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain the same. The Example
reflects adjustments made to the Fund’s operating expenses due to the fee waivers
and/or expense reimbursements by management for the 1 Year numbers only.
Although your actual costs may be higher or lower, based on these assumptions
your costs would be:

franklintempleton.com

1 Year

3 Years

5 Years

10 Years

$36

$163

$302

$711
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Portfolio Turnover
The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or “turns over” its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund’s performance. During the most recent
fiscal year, the Fund’s portfolio turnover rate was 52.17% of the average value of its
portfolio.

Principal Investment Strategies
Under normal market conditions, the Fund invests at least 80% of its net assets in
investment grade corporate debt securities and investments. Investment grade debt
securities are securities that are rated at the time of purchase in the top four ratings
categories by one or more independent rating organizations such as Standard &
Poor’s (S&P®) (rated BBB- or better) or Moody’s Investors Service (Moody’s) (rated
Baa3 or higher) or, if unrated, are determined to be of comparable quality by the
Fund’s investment manager. Corporate issuers may include corporate or other
business entities in which a sovereign or governmental agency or entity may have,
indirectly or directly, an interest, including a majority or greater ownership interest.
The Fund invests primarily in U.S. dollar denominated corporate debt securities
issued by U.S. and foreign companies. The Fund may invest in debt securities of
any maturity or duration. The Fund’s focus on the credit quality of its portfolio is
intended to reduce credit risk and help to preserve the Fund’s capital.
The Fund may also invest a portion of its assets in convertible securities, preferred
securities and U.S. Treasury securities, and generally expects to invest a portion
of its assets in cash, cash equivalents and high quality money market securities,
including short-term U.S. government securities, commercial paper, repurchase
agreements and affiliated or unaffiliated money market funds.
The Fund may invest up to 40% of its net assets in foreign securities, including
those in developing markets, and up to 15% of its net assets in non-U.S. dollar
denominated securities.
The Fund may enter into certain derivative transactions, principally currency
forwards; interest rate futures contracts; and swap agreements, including interest
rate, fixed income total return, currency and credit default swaps (including credit
default index swaps). The use of these derivative transactions may allow the Fund
to obtain net long or short exposures to select currencies, interest rates, countries,
durations or credit risks. These derivatives may be used to enhance Fund returns,
increase liquidity, gain exposure to certain instruments or markets in a more

10

Prospectus

franklintempleton.com

efficient or less expensive way and/or hedge risks associated with its other portfolio
investments. Derivatives that provide exposure to investment grade corporate debt
securities may be used to satisfy the Fund’s 80% policy.
The Fund may invest up to 15% of its net assets in collateralized debt obligations
(“CDOs”), including collateralized loan obligations (“CLOs”).
In choosing investments, the Fund’s investment manager selects securities
in various market sectors based on the investment manager’s assessment of
changing economic, market, industry and issuer conditions. The investment
manager uses a “top-down” analysis of macroeconomic trends, combined with
a “bottom-up” fundamental analysis of market sectors, industries and issuers,
to try to take advantage of varying sector reactions to economic events. The
Fund’s portfolio is constructed by taking into account the investment manager’s
desired duration and yield curve exposure, total return potential, as well as the
appropriate diversification and risk profile at the issue, company and industry level.
The investment manager may utilize quantitative models to identify investment
opportunities in order to construct a portfolio of investments for the Fund.
Quantitative trading models are proprietary systems that rely on mathematical
computations to identify trading opportunities.
The investment manager may seek to sell a security if: (i) the security has
moved beyond the investment manager’s fair value target and there has been no
meaningful positive change in the company’s fundamental outlook; (ii) there has
been a negative fundamental change in the issuer’s credit outlook that changes
the investment manager’s view of the appropriate valuation; or (iii) the investment
manager’s views on macroeconomic or sector trends or valuations have changed,
making that particular issuer (or that issuer’s industry) less attractive for the Fund’s
portfolio. In addition, the investment manager may sell a security that still meets the
investment manager’s buy criteria if another security becomes available in the new
issue or secondary market that the investment manager believes has better return
potential or improves the Fund’s risk profile.
The Fund is an actively managed exchange-traded fund (ETF) that does not seek to
replicate the performance of a specified index.

Principal Risks
You could lose money by investing in the Fund. ETF shares are not deposits or
obligations of, or guaranteed or endorsed by, any bank, and are not insured by the
Federal Deposit Insurance Corporation, the Federal Reserve Board, or any other
agency of the U.S. government. The Fund is subject to the principal risks noted

franklintempleton.com
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below, any of which may adversely affect the Fund’s net asset value (NAV), trading
price, yield, total return and ability to meet its investment goal. Unlike many ETFs,
the Fund is not an index-based ETF.
Interest Rate When interest rates rise, debt security prices generally fall. The
opposite is also generally true: debt security prices rise when interest rates fall.
Interest rate changes are influenced by a number of factors, including government
policy, monetary policy, inflation expectations, perceptions of risk, and supply of
and demand for bonds. In general, securities with longer maturities or durations are
more sensitive to interest rate changes.
Income The Fund’s distributions to shareholders may decline when prevailing
interest rates fall, when the Fund experiences defaults on debt securities it holds, or
when the Fund realizes a loss upon the sale of a debt security.
Credit An issuer of debt securities may fail to make interest payments or repay
principal when due, in whole or in part. Changes in an issuer’s financial strength or
in a security’s or government’s credit rating may affect a security’s value.
Market The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.
Foreign Securities (non-U.S.) Investing in foreign securities typically involves
more risks than investing in U.S. securities, and includes risks associated with:
(i) internal and external political and economic developments – e.g., the political,
economic and social policies and structures of some foreign countries may be
less stable and more volatile than those in the U.S. or some foreign countries
may be subject to trading restrictions or economic sanctions; (ii) trading practices
– e.g., government supervision and regulation of foreign securities and currency
markets, trading systems and brokers may be less than in the U.S.; (iii) availability
of information – e.g., foreign issuers may not be subject to the same disclosure,
accounting and financial reporting standards and practices as U.S. issuers; (iv)
limited markets – e.g., the securities of certain foreign issuers may be less liquid
(harder to sell) and more volatile; and (v) currency exchange rate fluctuations
and policies (e.g., fluctuations may negatively affect investments denominated in
foreign currencies and any income received or expenses paid by the Fund in that
foreign currency). The risks of foreign investments may be greater in developing or
emerging market countries. To the extent that the Fund invests a significant portion
of its assets in a specific geographic region, the Fund will generally have more
exposure to the economic risks affecting that specific geographic region.

12
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Extension Some debt securities are subject to the risk that the debt security’s
effective maturity is extended because calls or prepayments are less or slower than
anticipated, particularly when interest rates rise. The market value of such security
may then decline and become more interest rate sensitive.
Derivative Instruments The performance of derivative instruments depends
largely on the performance of an underlying instrument, such as a currency,
security, interest rate or index, and such instruments often have risks similar to
their underlying instrument, in addition to other risks. Derivative instruments involve
costs and can create economic leverage in the Fund’s portfolio, which may result in
significant volatility and cause the Fund to participate in losses (as well as gains) in
an amount that exceeds the Fund’s initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument, and imperfect
correlation between the value of the derivative and the underlying instrument so
that the Fund may not realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not correlate specifically
with the currency, security, interest rate or other risk being hedged. With over-thecounter derivatives, there is the risk that the other party to the transaction will fail to
perform.
Currency Management Strategies Currency management strategies may
substantially change the Fund’s exposure to currency exchange rates and
could result in losses to the Fund if currencies do not perform as the investment
manager expects. In addition, currency management strategies, to the extent that
they reduce the Fund’s exposure to currency risks, also reduce the Fund’s ability
to benefit from favorable changes in currency exchange rates. Using currency
management strategies for purposes other than hedging further increases the
Fund’s exposure to foreign investment losses. Currency markets generally are
not as regulated as securities markets. In addition, currency rates may fluctuate
significantly over short periods of time, and can reduce returns.
Collateralized Debt Obligations (CDOs) The risks of an investment in a CDO,
a type of asset backed security, depend largely on the type of collateral held by the
special purpose entity (SPE) and the tranche of the CDO in which the Fund invests
and may be affected by the performance of a CDO’s collateral manager. CDOs may
be deemed to be illiquid and subject to the Fund’s restrictions on investments in
illiquid investments. In addition to the normal risks associated with debt securities
and asset backed securities (e.g., interest rate risk, credit risk and default risk),
CDOs carry additional risks including, but not limited to: (i) the possibility that
distributions from collateral securities will not be adequate to make interest or other
payments; (ii) the quality of the collateral may decline in value or quality or go into
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default or be downgraded; (iii) the Fund may invest in tranches of a CDO that are
subordinate to other classes; and (iv) the complex structure of the security may not
be fully understood at the time of investment.

receive less (or more) than NAV when you sell those shares in the secondary
market. The investment manager cannot predict whether shares will trade above
(premium), below (discount) or at NAV.

Convertible Securities Convertible securities are subject to the risks of stocks
when the underlying stock price is high relative to the conversion price (because
more of the security’s value resides in the conversion feature) and debt securities
when the underlying stock price is low relative to the conversion price (because
the conversion feature is less valuable). A convertible security is not as sensitive to
interest rate changes as a similar non-convertible debt security, and generally has
less potential for gain or loss than the underlying stock.

Authorized Participant Concentration Only an authorized participant
(Authorized Participant) may engage in creation or redemption transactions directly
with the Fund. The Fund has a limited number of institutions that act as Authorized
Participants. To the extent that these institutions exit the business or are unable to
proceed with creation and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to create or redeem Creation
Units (as defined below), Fund shares may trade at a discount to NAV and possibly
face trading halts and/or delisting. This risk may be more pronounced in volatile
markets, potentially where there are significant redemptions in ETFs generally.

Management The Fund is subject to management risk because it is an actively
managed ETF. The Fund’s investment manager applies investment techniques
and risk analyses in making investment decisions for the Fund, but there can be no
guarantee that these decisions will produce the desired results.
Reliance on Trading Models The trading models that may be used by the
investment manager in constructing the Fund’s portfolio have been tested on
historical price data. These models are based on the assumption that price
movements in most markets display very similar patterns. There is the risk that
market behavior will change and that the patterns upon which the forecasts in the
models are based will weaken or disappear, which would reduce the ability of the
models to generate an excess return. Further, as market dynamics shift over time,
a previously highly successful model may become outdated, perhaps without the
investment manager recognizing that fact before substantial losses are incurred.
Successful operation of a model is also reliant upon the information technology
systems of the investment manager and its ability to ensure those systems remain
operational and that appropriate disaster recovery procedures are in place. There
can be no assurance that the investment manager will be successful in maintaining
effective and operational trading models and the related hardware and software
systems.
Cash/Cash Equivalents To the extent the Fund holds cash or cash equivalents
rather than securities in which it primarily invests or uses to manage risk, the Fund
may not achieve its investment objectives and may underperform.
Market Trading The Fund faces numerous market trading risks, including the
potential lack of an active market for Fund shares, losses from trading in secondary
markets, periods of high volatility and disruption in the creation/redemption process
of the Fund. Any of these factors, among others, may lead to the Fund’s shares
trading at a premium or discount to NAV. Thus, you may pay more (or less) than
NAV when you buy shares of the Fund in the secondary market, and you may
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Cash Transactions Unlike certain ETFs, the Fund expects to generally effect
its creations and redemptions entirely for cash, rather than for in-kind securities.
Therefore, it may be required to sell portfolio securities and subsequently recognize
gains on such sales that the Fund might not have recognized if it were to distribute
portfolio securities in-kind. As such, investments in Fund shares may be less taxefficient than an investment in an ETF that distributes portfolio securities entirely
in-kind.
Large Shareholder Certain shareholders, including other funds or accounts
advised by the investment manager or an affiliate of the investment manager, may
from time to time own a substantial amount of the Fund’s shares. In addition, a third
party investor, the investment manager or an affiliate of the investment manager,
an authorized participant, a lead market maker, or another entity may invest in
the Fund and hold its investment for a limited period of time solely to facilitate
commencement of the Fund or to facilitate the Fund’s achieving a specified size or
scale. There can be no assurance that any large shareholder would not redeem its
investment, that the size of the Fund would be maintained at such levels or that the
Fund would continue to meet applicable listing requirements. Redemptions by large
shareholders could have a significant negative impact on the Fund. In addition,
transactions by large shareholders may account for a large percentage of the
trading volume on the listing exchange and may, therefore, have a material upward
or downward effect on the market price of the shares.

Performance
The following bar chart and table provide some indication of the risks of investing
in the Fund. The bar chart shows changes in the Fund’s performance from year to
year. The table shows how the Fund’s average annual returns for 1 year, 5 years,
10 years or since inception, as applicable, compared with those of a broad measure
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of market performance. The Fund’s past performance (before and after taxes) is not
necessarily an indication of how the Fund will perform in the future. You can obtain
updated performance information at franklintempleton.com or by calling (800) DIAL
BEN/342-5236.
Annual Total Returns

Sub-Advisor
Franklin Templeton Institutional, LLC (FT Institutional). For purposes of the Fund’s
investment strategies, techniques and risks, the term “investment manager”
includes the sub-advisor.

6.12%

Portfolio Managers

-3.07%

Marc Kremer, CFA
Portfolio Manager of FT Institutional and portfolio manager of the Fund since
inception (2016).

2018
Year

Shawn Lyons, CFA
Portfolio Manager of Advisers and portfolio manager of the Fund since inception
(2016).

2019

Best Quarter:

Q1’19

5.21%

Worst Quarter:

Q1’18

-2.37%

As of June 30, 2020, the Fund’s year-to-date return was 5.15%.

Average Annual Total Returns

For the periods ended December 31, 2019
1 Year

Since Inception
10/3/2016

Return Before Taxes

14.80%

4.28%

Return After Taxes on Distributions

13.18%

2.80%

8.72%

2.60%

14.54%

4.54%

Franklin Liberty Investment Grade Corporate ETF

Return After Taxes on Distributions and Sale of Fund Shares
Bloomberg Barclays US Corporate — Investment Grade Index (index
reflects no deduction for fees, expenses or taxes)

The after-tax returns are calculated using the historical highest individual federal
marginal income tax rates and do not reflect the impact of state and local taxes.
Actual after-tax returns depend on an investor’s tax situation and may differ from
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Investment Manager
Franklin Advisers, Inc. (Advisers)

14.80%

2017

those shown. After-tax returns are not relevant to investors who hold their Fund
shares through tax-deferred arrangements, such as 401(k) plans or individual
retirement accounts.

franklintempleton.com

Thomas Runkel, CFA
Vice President of Advisers and portfolio manager of the Fund since October 2019.
Pururav Thoutireddy, Ph.D.
Portfolio Manager of Advisers and portfolio manager of the Fund since October
2019.

Purchase and Sale of Fund Shares
The Fund is an ETF. Fund shares may only be purchased and sold on a national
securities exchange through a broker-dealer. The price of Fund shares is based
on market price, and because ETF shares trade at market prices rather than
NAV, shares may trade at a price greater than NAV (a premium) or less than NAV
(a discount). The Fund issues or redeems shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (Creation Units) to Authorized
Participants who have entered into agreements with the Fund’s distributor, Franklin
Templeton Distributors, Inc. The Fund will generally issue or redeem Creation Units
in return for a basket of cash and/or securities that the Fund specifies each day.
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Taxes
The Fund’s distributions are generally taxable to you as ordinary income, capital
gains, or some combination of both, unless you are investing through a tax-deferred
arrangement, such as a 401(k) plan or an individual retirement account, in which
case your distributions would generally be taxed when withdrawn from the taxdeferred account.

Payments to Broker-Dealers and
Other Financial Intermediaries
If you purchase shares of the Fund through a broker-dealer or other financial
intermediary (such as a bank), the investment manager or other related companies
may pay the intermediary for certain Fund-related activities, including those that
are designed to make the intermediary more knowledgeable about exchange
traded products, such as the Fund, as well as for marketing, education or other
initiatives related to the sale or promotion of Fund shares. These payments may
create a conflict of interest by influencing the broker-dealer or other intermediary
and your salesperson to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website for more information.

Franklin Liberty U.S. Low Volatility ETF
Investment Goal
The Fund’s investment goal is to seek capital appreciation with an emphasis on
lower volatility. The Fund’s investment goal is non-fundamental, which means it may
be changed by the Board of Trustees without shareholder approval. Shareholders
will be given at least 60 days’ advance notice of any change to the Fund’s
investment goal.

Principal Investment Policies and Practices
Under normal market conditions, the Fund invests at least 80% of its net assets in
U.S. investments. Shareholders will be given at least 60 days’ advance notice of
any change to the Fund’s 80% policy. The Fund invests primarily in equity securities
(principally common stocks) of U.S. companies, which are those that:
• are organized under the laws of, or have a principal office in, or for whose
securities the principal trading market is, the U.S.; or
• derive 50% or more of their total revenue or profit from either goods or services
produced, or sales made, in the U.S.; or
• have 50% or more of their assets in the U.S.
An equity security represents a proportionate share, or right to acquire a
proportionate share, of the ownership of a company; its value is based on the
success of the company’s business and the value of its assets, as well as general
market conditions. Common stocks and preferred stocks are examples of equity
securities.
The Fund seeks capital appreciation while providing a lower level of volatility than
the broader equity market as measured by the Russell 1000 Index. “Volatility” is a
statistical measurement of the frequency and level of up and down fluctuations of a
fund’s returns over time. Therefore, in this context, seeking to provide a lower level
of volatility than the broader equity market means that the Fund seeks returns that
fluctuate less than the returns of the Russell 1000 Index.
The investment manager seeks to accomplish its investment goal through its
security selection process. The investment manager applies a fundamentally driven,
“bottom-up” research process to create a starting universe of eligible securities
across a large number of sectors; the starting universe is derived from the holdings
of a number of actively managed Franklin Templeton equity funds. The investment
manager screens that universe on a quarterly basis in order to identify those
securities with the lowest realized volatility relative to their corresponding sectors,
while also incorporating fundamental views of individual stocks. The Fund’s sector

18

Prospectus

franklintempleton.com

franklintempleton.com

Prospectus

19

F RA N K L IN LIB E RTY U .S . LOW V O L AT I L I T Y E T F

FRANKLIN LIBERTY U.S. LOW VOLATILITY ETF

F UN D DE TA ILS

FUND DETAILS

weightings generally are based on the current sector weightings within the Russell
1000 Index. Individual securities in the Fund’s portfolio are generally weighted
equally within each sector. The investment manager may, from time to time, make
adjustments to the Fund’s portfolio as a result of corporate actions, changes to the
volatility profile of the Fund’s holdings, or for risk management related purposes.
The Fund may invest a portion of its assets in mid-capitalization companies.
The Fund is an actively managed ETF and, thus, does not seek to replicate the
performance of a specified index. Accordingly, the investment manager has
discretion on a daily basis to manage the Fund’s portfolio in accordance with the
Fund’s investment goal.

Principal Risks
Market

The market values of securities or other investments owned by the Fund will go up
or down, sometimes rapidly or unpredictably. The Fund’s investments may decline
in value due to factors affecting individual issuers (such as the results of supply
and demand), or sectors within the securities markets. The value of a security or
other investment also may go up or down due to general market conditions that
are not specifically related to a particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates or exchange rates, or adverse
investor sentiment generally. In addition, unexpected events and their aftermaths,
such as the spread of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war; and other tragedies or
catastrophes, can cause investor fear and panic, which can adversely affect the
economies of many companies, sectors, nations, regions and the market in general,
in ways that cannot necessarily be foreseen. During a general downturn in the
securities markets, multiple asset classes may decline in value. When markets
perform well, there can be no assurance that securities or other investments held by
the Fund will participate in or otherwise benefit from the advance.
Stock prices tend to go up and down more dramatically than those of debt
securities. A slower-growth or recessionary economic environment could have an
adverse effect on the prices of the various stocks held by the Fund.

Volatility Strategy

There can be no guarantee that the Fund’s volatility strategy will be successful;
moreover, achieving the Fund’s volatility strategy does not mean the Fund will
achieve a positive or competitive return. Although the Fund is designed to have less
volatility than the broader equity market as measured by the Russell 1000 Index,
the actual volatility that the Fund experiences could be higher than the volatility
of the broader equity market and/or the Russell 1000 Index. For example, actual
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realized annual volatility can be expected to exceed the volatility of the broader
equity market and/or the Russell 1000 Index periodically, and this can result in
negative returns (losses) that persist beyond one year. In addition, the volatility
strategy may expose the Fund to costs to which it would otherwise not have been
exposed and, if unsuccessful, may cause the Fund to experience substantial losses
greater than what the Fund might have experienced had the strategy not been
implemented at all. Moreover, the volatility strategy can also be expected to limit the
Fund’s participation in market price appreciation when compared to similar funds
that do not attempt these strategies.

Mid Capitalization Companies

While mid capitalization companies may offer substantial opportunities for capital
growth, they also may involve additional risks. Historically, mid capitalization
company securities have been more volatile in price than larger company securities,
especially over the short term. Among the reasons for the greater price volatility are
the less certain growth prospects of mid capitalization companies, the lower degree
of liquidity in the markets for such securities, and the greater sensitivity of mid
capitalization companies to changing economic conditions.
In addition, mid capitalization companies may lack depth of management, be unable
to generate funds necessary for growth or development, have limited product lines
or be developing or marketing new products or services for which markets are not
yet established and may never become established. Mid capitalization companies
may be particularly affected by interest rate increases, as they may find it more
difficult to borrow money to continue or expand operations, or may have difficulty in
repaying any loans, particularly those with floating interest rates.

Focus

The greater the Fund’s exposure to any single type of investment – including
investment in a given industry, sector, region, country, issuer, or type of security –
the greater the losses the Fund may experience upon any single economic, market,
business, political, regulatory, or other occurrence. As a result, there may be more
fluctuation in the price of the Fund’s shares.
Technology companies. Companies in the technology sector have historically
been volatile due to the rapid pace of product change and development within
the sector. For example, their products and services may not prove commercially
successful or may become obsolete quickly. In addition, delays in or cancellation
of the release of anticipated products or services may also affect the price of a
technology company’s stock. Technology companies are subject to significant
competitive pressures, such as new market entrants, aggressive pricing and tight
profit margins. The activities of these companies may also be adversely affected
by changes in government regulations, worldwide technological developments
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or investor perception of a company and/or its products or services. The stock
prices of companies operating within this sector may be subject to abrupt or erratic
movements.

on the secondary market, such transactions may account for a large percentage
of the trading volume on the listing exchange and may, therefore, have a material
upward or downward effect on the market price of the shares.

Management

The Fund is an actively managed ETF and could experience losses if the
investment manager’s judgment about markets, interest rates or the attractiveness,
relative values, liquidity, or potential appreciation of particular investments made
for the Fund’s portfolio prove to be incorrect. There can be no guarantee that these
techniques or the investment manager’s investment decisions will produce the
desired results. Additionally, legislative, regulatory, or tax developments may affect
the investment techniques available to the investment manager in connection with
managing the Fund and may also adversely affect the ability of the Fund to achieve
its investment goal.

Small Fund

When the Fund’s size is small, the Fund may experience low trading volume and
wide bid/ask spreads. In addition, the Fund may face the risk of being delisted if the
Fund does not meet certain conditions of the listing exchange. If the Fund were to
be required to delist from the listing exchange, the value of the Fund may rapidly
decline and performance may be negatively impacted. In addition, any resulting
liquidation of the Fund could cause the Fund to incur elevated transaction costs for
the Fund and negative tax consequences for its shareholders.

Large Shareholder

Certain large shareholders, including other funds or accounts advised by the
investment manager or an affiliate of the investment manager, may from time
to time own a substantial amount of the Fund’s shares. In addition, a third party
investor, the investment manager or an affiliate of the investment manager,
an authorized participant, a lead market maker, or another entity may invest in
the Fund and hold its investment for a limited period of time solely to facilitate
commencement of the Fund or to facilitate the Fund’s achieving a specified size
or scale. There can be no assurance that any large shareholder would not redeem
its investment. Dispositions of a large number of shares by these shareholders
may adversely affect the Fund’s liquidity and net assets to the extent such
transactions are executed directly with the Fund in the form of redemptions through
an authorized participant, rather than executed in the secondary market. These
redemptions may also force the Fund to sell portfolio securities when it might not
otherwise do so, which may negatively impact the Fund’s NAV and increase the
Fund’s brokerage costs. To the extent these large shareholders transact in shares
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Franklin Liberty Investment Grade
Corporate ETF

The Fund may invest up to 40% of its net assets in foreign securities, including
those in developing markets, and up to 15% of its net assets in non-U.S. dollar
denominated securities. Developing market countries include those considered to
be developing by the World Bank.

Investment Goal
The Fund’s investment goal is to seek to provide a high level of current income as is
consistent with prudent investing, while seeking preservation of capital. The Fund’s
investment goal is non-fundamental, which means it may be changed by the Board
of Trustees without shareholder approval. Shareholders will be given at least 60
days’ advance notice of any change to the Fund’s investment goal.

Principal Investment Policies and Practices
Under normal market conditions, the Fund invests at least 80% of its net assets
in investment grade corporate debt securities and investments. Investment grade
debt securities are securities that are rated in the top four ratings categories by
one or more independent rating organizations such as Standard & Poor’s (S&P®)
(rated BBB- or better) or Moody’s Investors Service (Moody’s) (rated Baa3 or
higher) or, if unrated, are determined to be of comparable quality by the Fund’s
investment manager. This limitation generally is applied at the time of purchase and
a downgrade of a particular security below one of the top four ratings categories will
not automatically cause the Fund to sell the security. Corporate issuers may include
corporate or other business entities in which a sovereign or governmental agency
or entity may have, indirectly or directly, an interest, including a majority or greater
ownership interest. Shareholders will be given at least 60 days’ advance notice of
any change to the Fund’s 80% policy.
The Fund invests primarily in U.S. dollar denominated corporate debt securities
issued by U.S. and foreign companies. The Fund may invest in debt securities of
any maturity or duration. The Fund’s focus on the credit quality of its portfolio is
intended to reduce credit risk and help to preserve the Fund’s capital.
The Fund may also invest a portion of its assets in convertible securities, preferred
securities and U.S. Treasury securities, and generally expects to invest a portion
of its assets in cash, cash equivalents and high quality money market securities,
including short-term U.S. government securities, commercial paper, repurchase
agreements and affiliated or unaffiliated money market funds.
Debt securities represent the obligation of the issuer to repay a loan of money to it,
and generally pay interest to the holder. Bonds, notes and debentures are examples
of debt securities. Convertible securities generally are debt securities or preferred
stock that may be converted into common stock after certain time periods or under
certain circumstances.
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The Fund may enter into certain derivative transactions, principally currency
forwards; interest rate futures contracts; and swap agreements, including interest
rate, fixed income total return, currency and credit default swaps (including credit
default index swaps). The use of these derivative transactions may allow the Fund
to obtain net long or short exposures to select currencies, interest rates, countries,
durations or credit risks. These derivatives may be used to enhance Fund returns,
increase liquidity, gain exposure to certain instruments or markets in a more
efficient or less expensive way and/or hedge risks associated with its other portfolio
investments. Derivatives that provide exposure to investment grade corporate debt
securities may be used to satisfy the Fund’s 80% policy.
A currency forward contract is an obligation to purchase or sell a specific foreign
currency in exchange for another currency, which may be U.S. dollars, at an agreed
exchange rate (price) at a future date. Currency forwards are typically individually
negotiated and privately traded by currency traders and their customers in the
interbank market. A cross currency forward is a forward contract to sell a specific
foreign currency in exchange for another foreign currency and may be used when
the Fund believes that the price of one of those foreign currencies will experience a
substantial movement against the other foreign currency. A cross currency forward
will tend to reduce or eliminate exposure to the currency that is sold, and increase
exposure to the currency that is purchased, similar to when the Fund sells a security
denominated in one currency and purchases a security denominated in another
currency. When used for hedging purposes, a cross currency forward should help to
protect the Fund against losses resulting from a decline in the hedged currency, but
will cause the Fund to assume the risk of fluctuations in the value of the currency it
purchases.
A futures contract is a standard binding agreement that trades on an exchange to
buy or sell a specified quantity of an underlying instrument or asset at a specified
price at a specified later date. A “sale” of a futures contract means the acquisition
of a contractual obligation to deliver the underlying instrument called for by the
contract at a specified price on a specified date. A “purchase” of a futures contract
means the acquisition of a contractual obligation to acquire a specified quantity
of the underlying instrument called for by the contract at a specified price on a
specified date. The purchase or sale of a futures contract will allow the Fund to
increase or decrease its exposure to the underlying instrument or asset. Although
most futures contracts used by the Fund allow for a cash payment of the net gain
or loss on the contract at maturity in lieu of delivery of the underlying instruments,
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some require the actual delivery or acquisition of the underlying instrument or
asset. The Fund may buy and sell futures contracts that trade on U.S. and foreign
exchanges.
Swap agreements, such as interest rate, fixed income total return, currency and
credit default swaps, are contracts between the Fund and another party (the swap
counterparty) involving the exchange of payments on specified terms over periods
ranging from a few days to multiple years. A swap agreement may be negotiated
bilaterally and traded over-the-counter (OTC) between the two parties (for an
uncleared swap) or, in some instances, must be transacted through a futures
commission merchant (FCM) and cleared through a clearinghouse that serves as
a central counterparty (for a cleared swap). In a basic swap transaction, the Fund
agrees with the swap counterparty to exchange the returns (or differentials in rates
of return) and/or cash flows earned or realized on a particular “notional amount”
of underlying instruments. The notional amount is the set amount selected by the
parties as the basis on which to calculate the obligations that they have agreed
to exchange. The parties typically do not actually exchange the notional amount.
Instead, they agree to exchange the returns that would be earned or realized if the
notional amount were invested in given instruments or at given interest rates.
For credit default swaps, the “buyer” of the credit default swap agreement is
obligated to pay the “seller” a periodic stream of payments over the term of
the agreement in return for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying reference debt obligation
(whether as a single debt instrument or as part of an index of debt instruments). The
buyer of the credit default swap is purchasing the obligation of its counterparty to
offset losses the buyer could experience if there was such a credit event. Generally,
a credit event means bankruptcy, failure to timely pay interest or principal,
obligation acceleration or default, or repudiation or restructuring of the reference
debt obligation. The contingent payment by the seller generally is either the face
amount of the reference debt obligation in exchange for the physical delivery of the
reference debt obligation or a cash payment equal to the decrease in market value
of the reference debt obligation following the occurrence of the credit event.
An interest rate swap is an agreement between two parties to exchange interest
rate payment obligations. Typically, one rate is based on an interest rate fixed to
maturity while the other is based on an interest rate that changes in accordance
with changes in a designated benchmark (for example, LIBOR, prime, commercial
paper, or other benchmarks).
A total return swap is an agreement between two parties, pursuant to which one
pays (and the other receives) an amount equal to the total return (including,
typically, income and capital gains distributions, principal prepayment or credit
losses) of an underlying reference asset (e.g., a note, bond or securities index) in
26

Prospectus

franklintempleton.com

exchange for a regular payment, at a floating rate based on LIBOR, or alternatively
at a fixed rate or the total rate of return on another financial instrument. The Fund
may take either position in a total return swap (i.e., the Fund may receive or pay the
total return on the underlying reference asset).
A currency swap is generally a contract between two parties to exchange one
currency for another currency at the start of the contract and then exchange
periodic floating or fixed rates during the term of the contract based upon the
relative value differential between the two currencies. Unlike other types of swaps,
currency swaps typically involve the delivery of the entire principal (notional)
amounts of the two currencies at the time the swap is entered into. At the end of the
swap contract, the parties receive back the principal amounts of the two currencies.
The investment manager considers various factors, such as availability and cost,
in deciding whether to use a particular derivative instrument or strategy. Moreover,
investors should bear in mind that the Fund is not obligated to actively engage in
any derivative transactions.
The Fund may invest up to 15% of its net assets in collateralized debt obligations
(CDOs), which are generally types of asset-backed securities. Collateralized
bond obligations (CBOs) and collateralized loan obligations (CLOs) are generally
considered two types of CDOs. CBOs represent interests in a special purpose,
bankruptcy-remote vehicle, typically a trust, collateralized by a pool of fixed income
securities, some of which may be below investment grade, including commercial
mortgage-backed securities, residential mortgage-backed securities, corporate
bonds and emerging market debt securities. CLOs are similar to CBOs except that
the underlying pool for a CLO is generally comprised of corporate and/or sovereign
loans, which may include, among others, senior secured loans, senior unsecured
loans, and subordinate corporate loans made to domestic and foreign borrowers,
including loans that may be rated below investment grade or equivalent unrated
loans. For the broader category of CDOs, the pool of debt instruments held by a
trust may include debt instruments of any type, including mortgage-backed or other
asset-backed securities issued in securitization transactions. In all types of CDOs,
the interests in the trust are split into two or more portions, called tranches, varying
in risk, maturity, payment priority and yield. The riskiest portion is the “equity”
tranche, which is the first loss position to observe defaults from the collateral in the
trust. Because they are partially protected from defaults, senior tranches of a CDO
trust typically have higher ratings and lower yields than the underlying collateral
securities held by the trust and can be rated investment grade. The Fund may
invest in any tranche of a CDO excluding the “equity” tranche.
In choosing investments, the Fund’s investment manager selects securities
in various market sectors based on the investment manager’s assessment of
changing economic, market, industry and issuer conditions. The investment
franklintempleton.com
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manager uses a “top-down” analysis of macroeconomic trends, combined with
a “bottom-up” fundamental analysis of market sectors, industries and issuers,
to try to take advantage of varying sector reactions to economic events. The
Fund’s portfolio is constructed by taking into account the investment manager’s
desired duration and yield curve exposure, total return potential, as well as the
appropriate diversification and risk profile at the issue, company and industry level.
The investment manager may utilize quantitative models to identify investment
opportunities in order to construct a portfolio of investments for the Fund.
Quantitative trading models are proprietary systems that rely on mathematical
computations to identify trading opportunities.
The investment manager may seek to sell a security if: (i) the security has
moved beyond the investment manager’s fair value target and there has been no
meaningful positive change in the company’s fundamental outlook; (ii) there has
been a negative fundamental change in the issuer’s credit outlook that changes
the investment manager’s view of the appropriate valuation; or (iii) the investment
manager’s views on macroeconomic or sector trends or valuations have changed,
making that particular issuer (or that issuer’s industry) less attractive for the Fund’s
portfolio. In addition, the investment manager may sell a security that still meets the
investment manager’s buy criteria if another security becomes available in the new
issue or secondary market that the investment manager believes has better return
potential or improves the Fund’s risk profile.
The Fund is an actively managed ETF that does not seek to replicate the
performance of a specified index. Accordingly, the investment manager has
discretion on a daily basis to manage the Fund’s portfolio in accordance with the
Fund’s investment goal.

Principal Risks
Interest Rate

Interest rate changes can be sudden and unpredictable, and are influenced
by a number of factors, including government policy, monetary policy, inflation
expectations, perceptions of risk, and supply of and demand for bonds. Changes
in government or central bank policy, including changes in tax policy or changes
in a central bank’s implementation of specific policy goals, may have a substantial
impact on interest rates. There can be no guarantee that any particular government
or central bank policy will be continued, discontinued or changed, nor that any such
policy will have the desired effect on interest rates. Debt securities generally tend
to lose market value when interest rates rise and increase in value when interest
rates fall. A rise in interest rates also has the potential to cause investors to rapidly
sell fixed income securities. A substantial increase in interest rates may also have
an adverse impact on the liquidity of a debt security, especially those with longer
28

Prospectus

franklintempleton.com

maturities or durations. Securities with longer maturities or durations or lower
coupons or that make little (or no) interest payments before maturity tend to be
more sensitive to interest rate changes.

Income

The Fund’s distributions to shareholders may decline when prevailing interest
rates fall, when the Fund experiences defaults on debt securities it holds or when
the Fund realizes a loss upon the sale of a debt security. The Fund’s income
generally declines during periods of falling benchmark interest rates because the
Fund must reinvest the proceeds it receives from existing investments (upon their
maturity, prepayment, amortization, sale, call, or buy-back) at a lower rate of interest
or return.

Credit

The Fund could lose money on a debt security if the issuer or borrower is unable
or fails to meet its obligations, including failing to make interest payments and/or to
repay principal when due. Changes in an issuer’s financial strength, the market’s
perception of the issuer’s financial strength or an issuer’s or security’s credit
rating, which reflects a third party’s assessment of the credit risk presented by a
particular issuer or security, may affect debt securities’ values. The Fund may incur
substantial losses on debt securities if the market, the investment manager or the
rating agencies underestimate the actual credit risk of a debt security.
While securities issued or guaranteed by Ginnie Mae are backed by the full faith
and credit of the U.S. government, not all securities of the various U.S. government
agencies are, including those of Fannie Mae and Freddie Mac. While the U.S.
government has provided financial support to Fannie Mae and Freddie Mac, no
assurance can be given that the U.S. government will always do so, since the U.S.
government is not so obligated by law. Accordingly, securities issued by Fannie
Mae and Freddie Mac may involve a risk of non-payment of principal and interest.
Also, guarantees of principal and interest do not apply to market prices, yields or the
Fund’s share price. Any downgrade of the credit rating of the securities issued by
the U.S. government may result in a downgrade of securities issued by its agencies
or instrumentalities, including government-sponsored entities.

Market

The market values of securities or other investments owned by the Fund will go up
or down, sometimes rapidly or unpredictably. The Fund’s investments may decline
in value due to factors affecting individual issuers (such as the results of supply
and demand), or sectors within the securities markets. The value of a security or
other investment also may go up or down due to general market conditions that
are not specifically related to a particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates or exchange rates, or adverse
franklintempleton.com
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investor sentiment generally. In addition, unexpected events and their aftermaths,
such as the spread of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war; and other tragedies or
catastrophes, can cause investor fear and panic, which can adversely affect the
economies of many companies, sectors, nations, regions and the market in general,
in ways that cannot necessarily be foreseen. During a general downturn in the
securities markets, multiple asset classes may decline in value. When markets
perform well, there can be no assurance that securities or other investments held by
the Fund will participate in or otherwise benefit from the advance.

or other governmental entities, including supranational entities; terrorism; and war.
In addition, such developments could contribute to the devaluation of a country’s
currency, a downgrade in the credit ratings of issuers in such country, or a decline
in the value and liquidity of securities of issuers in that country. An imposition of
sanctions upon certain issuers in a country could result in an immediate freeze
of that issuer’s securities, impairing the ability of the Fund to buy, sell, receive
or deliver those securities. These factors would affect the value of the Fund’s
investments and are extremely difficult, if not impossible, to predict and take into
account with respect to the Fund’s investments.

Foreign Securities (non-U.S.)

Trading practices. Brokerage commissions, withholding taxes, custodial fees,
and other fees generally are higher in foreign markets. The policies and procedures
followed by foreign stock exchanges, currency markets, trading systems and
brokers may differ from those applicable in the United States, with possibly negative
consequences to the Fund. The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund’s assets) also may result in losses
or delays in payment, delivery or recovery of money or other property. Foreign
government supervision and regulation of foreign securities and currency markets
and trading systems may be less than or different from government supervision in
the United States, and may increase the Fund’s regulatory and compliance burden
and/or decrease the Fund’s investor rights and protections.

Investing in foreign securities typically involves more risks than investing in U.S.
securities. Certain of these risks also may apply to securities of U.S. companies
with significant foreign operations.
Currency exchange rates. Foreign securities may be issued and traded in
foreign currencies. As a result, their market values in U.S. dollars may be affected
by changes in exchange rates between such foreign currencies and the U.S. dollar,
as well as between currencies of countries other than the U.S. For example, if the
value of the U.S. dollar goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because it will be worth fewer
U.S. dollars. The Fund accrues additional expenses when engaging in currency
exchange transactions, and valuation of the Fund’s foreign securities may be
subject to greater risk because both the currency (relative to the U.S. dollar) and the
security must be considered.
Political and economic developments. The political, economic and social
policies or structures of some foreign countries may be less stable and more
volatile than those in the United States. Investments in these countries may
be subject to greater risks of internal and external conflicts, expropriation,
nationalization of assets, foreign exchange controls (such as suspension of the
ability to transfer currency from a given country), restrictions on removal of assets,
political or social instability, military action or unrest, diplomatic developments,
currency devaluations, foreign ownership limitations, and substantial, punitive
or confiscatory tax increases. It is possible that a government may take over
the assets or operations of a company or impose restrictions on the exchange
or export of currency or other assets. Some countries also may have different
legal systems that may make it difficult or expensive for the Fund to vote proxies,
exercise shareholder rights, and pursue legal remedies with respect to its foreign
investments. Diplomatic and political developments could affect the economies,
industries, and securities and currency markets of the countries in which the Fund
is invested. These developments include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the United States, other nations
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Availability of information. Foreign issuers may not be subject to the same
disclosure, accounting, auditing and financial reporting standards and practices as
U.S. issuers. Thus, there may be less information publicly available about foreign
issuers than about most U.S. issuers. In addition, information provided by foreign
issuers may be less timely or less reliable than information provided by U.S.
issuers.
Limited markets. Certain foreign securities may be less liquid (harder to sell) and
their prices may be more volatile than many U.S. securities. Illiquidity tends to be
greater, and valuation of the Fund’s foreign securities may be more difficult, due to
the infrequent trading and/or delayed reporting of quotes and sales.
Regional. Adverse conditions in a certain region or country can adversely
affect securities of issuers in other countries whose economies appear to be
unrelated. To the extent that the Fund invests a significant portion of its assets in
a specific geographic region or a particular country, the Fund will generally have
more exposure to the specific regional or country economic risks. In the event of
economic or political turmoil or a deterioration of diplomatic relations in a region or
country where a substantial portion of the Fund’s assets are invested, the Fund may
experience substantial illiquidity or reduction in the value of the Fund’s investments.
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The risk of investments in Europe may be heightened due to the January 31, 2020
departure of the United Kingdom from the European Union (EU) and resulting
uncertainty about trade negotiations and economic effects of the departure, which
may cause increased market volatility.
Developing market countries. The Fund’s investments in securities of issuers
in developing market countries are subject to all of the risks of foreign investing
generally, and have additional heightened risks due to a lack of established legal,
political, business and social frameworks to support securities markets. Some of the
additional significant risks include:
• less social, political and economic stability;
• a higher possibility of the devaluation of a country’s currency, a downgrade in
the credit ratings of issuers in such country, or a decline in the value and liquidity
of securities of issuers in that country if the United States, other nations or other
governmental entities (including supranational entities) impose sanctions on
issuers that limit or restrict foreign investment, the movement of assets or other
economic activity in the country due to political, military or regional conflicts or
due to terrorism or war;
• smaller securities markets with low or non-existent trading volume and greater
illiquidity and price volatility;
• more restrictive national policies on foreign investment, including restrictions on
investment in issuers or industries deemed sensitive to national interests;
• less transparent and established taxation policies;
• less developed regulatory or legal structures governing private and foreign
investment or allowing for judicial redress for injury to private property, such as
bankruptcy;
• less familiarity with a capital market structure or market-oriented economy and
more widespread corruption and fraud;
• less financial sophistication, creditworthiness and/or resources possessed by,
and less government regulation of, the financial institutions and issuers with
which the Fund transacts;
• less government supervision and regulation of business and industry practices,
stock exchanges, brokers and listed companies than in the U.S.;
• greater concentration in a few industries resulting in greater vulnerability to
regional and global trade conditions;
• higher rates of inflation and more rapid and extreme fluctuations in inflation rates;
• greater sensitivity to interest rate changes;
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• increased volatility in currency exchange rates and potential for currency
devaluations and/or currency controls;
• greater debt burdens relative to the size of the economy;
• more delays in settling portfolio transactions and heightened risk of loss from
share registration and custody practices; and
• less assurance that when favorable economic developments occur, they will not
be slowed or reversed by unanticipated economic, political or social events in
such countries.
Because of the above factors, the Fund’s investments in developing market
countries may be subject to greater price volatility and illiquidity than investments in
developed markets.

Extension

The market value of some debt securities will be adversely affected when bond
calls or prepayments on underlying assets are less or slower than anticipated,
particularly when interest rates rise. When that occurs, the effective maturity date
of the Fund’s investment may be extended, resulting in an increase in interest rate
sensitivity to that of a longer-term instrument. Such extension may also effectively
lock-in a below market interest rate and reduce the value of the debt security.

Derivative Instruments

The performance of derivative instruments depends largely on the performance of
an underlying instrument, such as a currency, security, interest rate or index, and
such instruments often have risks similar to the underlying instrument, in addition
to other risks. Derivative instruments involve costs and can create economic
leverage in the Fund’s portfolio, which may result in significant volatility and cause
the Fund to participate in losses (as well as gains) in an amount that significantly
exceeds the Fund’s initial investment. Other risks include illiquidity, mispricing or
improper valuation of the derivative instrument, and imperfect correlation between
the value of the derivative and the underlying instrument so that the Fund may
not realize the intended benefits. Their successful use will usually depend on the
investment manager’s ability to accurately forecast movements in the market
relating to the underlying instrument. Should a market or markets, or prices of
particular classes of investments move in an unexpected manner, especially in
unusual or extreme market conditions, the Fund may not realize the anticipated
benefits of the transaction, and it may realize losses, which could be significant. If
the investment manager is not successful in using such derivative instruments, the
Fund’s performance may be worse than if the investment manager did not use such
derivative instruments at all. When a derivative is used for hedging, the change
in value of the derivative instrument also may not correlate specifically with the
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currency, security, interest rate, index or other risk being hedged. There is also the
risk, especially under extreme market conditions, that an instrument, which usually
would operate as a hedge, provides no hedging benefits at all.
Use of these instruments could also result in a loss if the counterparty to the
transaction does not perform as promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with respect to over-the-counter
(OTC) instruments, such as certain swap agreements, and may be greater during
volatile market conditions. Other risks include the inability to close out a position
because the trading market becomes illiquid (particularly in the OTC markets) or the
availability of counterparties becomes limited for a period of time. In addition, the
presence of speculators in a particular market could lead to price distortions. To the
extent that the Fund is unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value in its derivatives
holdings and the Fund’s liquidity may be impaired to the extent that it has a
substantial portion of its otherwise liquid assets marked as segregated to cover its
obligations under such derivative instruments. Some derivatives can be particularly
sensitive to changes in interest rates or other market prices. Investors should bear
in mind that, while the Fund intends to use derivative strategies on a regular basis,
it is not obligated to actively engage in these transactions, generally or in any
particular kind of derivative, if the investment manager elects not to do so due to
availability, cost or other factors.
Many swaps currently are, and others eventually are expected to be, required to
be cleared through a central counterparty. Central clearing is designed to reduce
counterparty credit risk and increase liquidity compared to OTC swaps, but it does
not eliminate those risks completely. With cleared swaps, there is also a risk of loss
by the Fund of its initial and variation margin deposits in the event of bankruptcy
of the futures commission merchant (FCM) with which the Fund has an open
position, or the central counterparty in a swap contract. With cleared swaps, the
Fund may not be able to obtain as favorable terms as it would be able to negotiate
for a bilateral, uncleared swap. In addition, an FCM may unilaterally amend the
terms of its agreement with the Fund, which may include the imposition of position
limits or additional margin requirements with respect to the Fund’s investment in
certain types of swaps. The regulation of cleared and uncleared swaps, as well as
other derivatives, is a rapidly changing area of law and is subject to modification by
government and judicial action. In addition, the SEC, Commodity Futures Trading
Commission (CFTC) and the exchanges are authorized to take extraordinary
actions in the event of a market emergency. It is not possible to predict fully the
effects of current or future regulation.
The use of derivative strategies may also have a tax impact on the Fund. The timing
and character of income, gains or losses from these strategies could impair the
ability of the investment manager to use derivatives when it wishes to do so.
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Currency Management Strategies

Currency management strategies may substantially change the Fund’s exposure
to currency exchange rates and could result in losses to the Fund if currencies do
not perform as the investment manager expects. In addition, currency management
strategies, to the extent that they reduce the Fund’s exposure to currency risks, also
reduce the Fund’s ability to benefit from favorable changes in currency exchange
rates. There is no assurance that the investment manager’s use of currency
management strategies will benefit the Fund or that they will be, or can be, used
at appropriate times. Furthermore, there may not be perfect correlation between
the amount of exposure to a particular currency and the amount of securities in
the Fund’s portfolio denominated in that currency. Investing in foreign currencies
for purposes of gaining from projected changes in exchange rates, as opposed
to hedging currency risks applicable to the Fund’s holdings, further increases the
Fund’s exposure to foreign investment losses.

Collateralized Debt Obligations (CDOs)

The risks of an investment in a CDO depend largely on the type of collateral held
by the special purpose entity (SPE) and the tranche of the CDO in which the Fund
invests. Investment risk may also be affected by the performance of a CDO’s
collateral manager (the entity responsible for selecting and managing the pool of
collateral securities held by the SPE trust), especially during a period of market
volatility. CDOs may be deemed to be illiquid and subject to the Fund’s restrictions
on investments in illiquid investments. The Fund’s investment in CDOs will not
receive the same investor protection as an investment in registered securities.
In addition, prices of CDO tranches can decline considerably. In addition to the
normal risks associated with debt securities and asset backed securities (e.g.,
interest rate risk, credit risk and default risk), CDOs carry additional risks including,
but not limited to: (i) the possibility that distributions from collateral securities will
not be adequate to make interest or other payments; (ii) the quality of the collateral
may decline in value or quality or go into default or be downgraded; (iii) the Fund
may invest in tranches of a CDO that are subordinate to other classes; and (iv)
the complex structure of the security may not be fully understood at the time of
investment and may produce disputes with the issuer, difficulty in valuing the
security or unexpected investment results.

Convertible Securities

A convertible security is generally a debt obligation, preferred stock or other
security that pays interest or dividends and may be converted by the holder within a
specified period of time into common stock. The value of convertible securities may
rise and fall with the market value of the underlying stock or, like a debt security,
vary with changes in interest rates and the credit quality of the issuer. A convertible
security tends to perform more like a stock when the underlying stock price is high
franklintempleton.com
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relative to the conversion price (because more of the security’s value resides in the
option to convert) and more like a debt security when the underlying stock price is
low relative to the conversion price (because the option to convert is less valuable).
Because its value can be influenced by many different factors, a convertible
security is not as sensitive to interest rate changes as a similar non-convertible debt
security, and generally has less potential for gain or loss than the underlying stock.

Focus

Management

Large Shareholder

The Fund is an actively managed ETF and could experience losses if the
investment manager’s judgment about markets, interest rates or the attractiveness,
relative values, liquidity, or potential appreciation of particular investments made
for the Fund’s portfolio prove to be incorrect. There can be no guarantee that these
techniques or the investment manager’s investment decisions will produce the
desired results. Additionally, legislative, regulatory, or tax developments may affect
the investment techniques available to the investment manager in connection with
managing the Fund and may also adversely affect the ability of the Fund to achieve
its investment goal.

Reliance on Trading Models

The trading models that may be used by the investment manager in constructing
the Fund’s portfolio have been tested on historical price data. These models are
based on the assumption that price movements in most markets display very similar
patterns. There is the risk that market behavior will change and that the patterns
upon which the forecasts in the models are based will weaken or disappear, which
would reduce the ability of the models to generate an excess return. Further, as
market dynamics shift over time, a previously highly successful model may become
outdated, perhaps without the investment manager recognizing that fact before
substantial losses are incurred. Successful operation of a model is also reliant upon
the information technology systems of the investment manager and its ability to
ensure those systems remain operational and that appropriate disaster recovery
procedures are in place. There can be no assurance that the investment manager
will be successful in maintaining effective and operational trading models and the
related hardware and software systems.

The greater the Fund’s exposure to any single type of investment – including
investment in a given industry, sector, region, country, issuer, or type of security –
the greater the losses the Fund may experience upon any single economic, market,
business, political, regulatory, or other occurrence. As a result, there may be more
fluctuation in the price of the Fund’s shares.
Certain large shareholders, including other funds or accounts advised by the
investment manager or an affiliate of the investment manager, may from time
to time own a substantial amount of the Fund’s shares. In addition, a third party
investor, the investment manager or an affiliate of the investment manager,
an authorized participant, a lead market maker, or another entity may invest in
the Fund and hold its investment for a limited period of time solely to facilitate
commencement of the Fund or to facilitate the Fund’s achieving a specified size
or scale. There can be no assurance that any large shareholder would not redeem
its investment. Dispositions of a large number of shares by these shareholders
may adversely affect the Fund’s liquidity and net assets to the extent such
transactions are executed directly with the Fund in the form of redemptions through
an authorized participant, rather than executed in the secondary market. These
redemptions may also force the Fund to sell portfolio securities when it might not
otherwise do so, which may negatively impact the Fund’s NAV and increase the
Fund’s brokerage costs. To the extent these large shareholders transact in shares
on the secondary market, such transactions may account for a large percentage
of the trading volume on the listing exchange and may, therefore, have a material
upward or downward effect on the market price of the shares.

Cash/Cash Equivalents

To the extent the Fund holds cash or cash equivalents rather than securities in
which it primarily invests or uses to manage risk, the Fund may not achieve its
investment objectives and may underperform.
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More Information on Investment Policies, Practices
and Risks
The following information is provided with respect to each Fund (hereafter the
“Fund”).

Market Trading

Absence of active market. Although shares of the Fund are listed for trading on
one or more stock exchanges, there can be no assurance that an active trading
market for such shares will develop or be maintained. There are no obligations
of market makers to make a market in the Fund’s shares or of an Authorized
Participant to submit purchase or redemption orders for Creation Units. Decisions
by market makers or Authorized Participants to reduce their role or step away
from these activities in times of market stress could inhibit the effectiveness of
the arbitrage process in maintaining the relationship between the underlying
value of the Fund’s portfolio securities and the Fund’s market price. This reduced
effectiveness could result in Fund shares trading at a premium or discount to its
NAV and also greater than normal intraday bid/ask spreads. Additionally, in stressed
market conditions, the market for the Fund’s shares may become less liquid in
response to deteriorating liquidity in the markets for the Fund’s portfolio holdings,
which may cause a significant variance in the market price of the Fund’s shares and
their underlying value.
Secondary listings. The Fund’s shares may be listed or traded on U.S. and nonU.S. stock exchanges other than the U.S. stock exchange where the Fund’s primary
listing is maintained, and may otherwise be made available to non-U.S. investors
through funds or structured investment vehicles similar to depositary receipts.

requirements will remain unchanged. Secondary market trading in Fund shares
may be halted by a stock exchange because of market conditions or other reasons.
In addition, trading in Fund shares on a stock exchange or in any market may be
subject to trading halts caused by extraordinary market volatility pursuant to “circuit
breaker” rules on the stock exchange or market.
During a “flash crash,” the market prices of the Fund’s shares may decline suddenly
and significantly. Such a decline may not reflect the performance of the portfolio
securities held by the Fund. Flash crashes may cause Authorized Participants and
other market makers to limit or cease trading in the Fund’s shares for temporary or
longer periods. Shareholders could suffer significant losses to the extent that they
sell shares at these temporarily low market prices.
Shares of the Fund, similar to shares of other issuers listed on a stock exchange,
may be sold short and are therefore subject to the risk of increased volatility
associated with short selling.
Premium/Discount. Shares of the Fund may trade at prices other than NAV.
Shares of the Fund trade on stock exchanges at prices at, above or below their
most recent NAV. The NAV of the Fund is calculated at the end of each business
day and fluctuates with changes in the market value of the Fund’s holdings since
the most recent calculation. The trading prices of the Fund’s shares fluctuate
continuously throughout trading hours based on market supply and demand
rather than NAV. As a result, the trading prices of the Fund’s shares may deviate
significantly from NAV during periods of market volatility.

Secondary market trading. Shares of the Fund may trade in the secondary
market at times when the Fund does not accept orders to purchase or redeem
shares. At such times, shares may trade in the secondary market with more
significant premiums or discounts than might be experienced at times when the
Fund accepts purchase and redemption orders.

Any of these factors, among others, may lead to the Fund’s shares trading at a
premium or discount to NAV. Thus, you may pay more (or less) than NAV when
you buy shares of the Fund in the secondary market, and you may receive less
(or more) than NAV when you sell those shares in the secondary market. The
investment manager cannot predict whether shares will trade above (premium),
below (discount) or at NAV. However, because shares can be created and
redeemed in Creation Units at NAV, the investment manager believes that large
discounts or premiums to the NAV of the Fund are not likely to be sustained over
the long-term. While the creation/redemption feature is designed to make it likely
that the Fund’s shares normally will trade on stock exchanges at prices close to the
Fund’s next calculated NAV, exchange prices are not expected to correlate exactly
with the Fund’s NAV due to timing reasons as well as market supply and demand
factors. In addition, disruptions to creations and redemptions or extreme market
volatility may result in trading prices for shares of the Fund that differ significantly
from its NAV.

There can be no assurance that the Fund’s shares will continue to trade on a stock
exchange or in any market or that the Fund’s shares will continue to meet the
requirements for listing or trading on any exchange or in any market, or that such

Cost of buying or selling Fund shares. Buying or selling Fund shares on an
exchange involves two types of costs that apply to all securities transactions.
When buying or selling shares of the Fund through a broker, you will likely incur a

The Fund’s shares may be less actively traded in certain markets than in others,
and investors are subject to the execution and settlement risks and market
standards of the market where they or their broker direct their trades for execution.
Certain information available to investors who trade Fund shares on a U.S. stock
exchange during regular U.S. market hours may not be available to investors
who trade in other markets, which may result in secondary market prices in such
markets being less efficient.
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brokerage commission or other charges imposed by brokers as determined by that
broker. In addition, you may incur the cost of the “spread,” that is, the difference
between what investors are willing to pay for Fund shares (the “bid” price) and the
price at which they are willing to sell Fund shares (the “ask” price). Because of
the costs inherent in buying or selling Fund shares, frequent trading may detract
significantly from investment results and an investment in Fund shares may not be
advisable for investors who anticipate regularly making small investments.

Authorized Participant Concentration

Only an Authorized Participant may engage in creation or redemption transactions
directly with the Fund. The Fund has a limited number of institutions that act as
Authorized Participants. To the extent that these institutions exit the business or are
unable to proceed with creation and/or redemption orders with respect to the Fund
and no other Authorized Participant is able to step forward to create or redeem
Creation Units, Fund shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be more pronounced in volatile markets,
potentially where there are significant redemptions in ETFs generally.

Cash Transactions

ETFs generally are able to make in-kind redemptions and avoid being taxed on
gain on the distributed portfolio securities at the Fund level. To the extent that the
Fund effects redemptions partly or entirely in cash, rather than in-kind, it may be
required to sell portfolio securities in order to obtain the cash needed to distribute
redemption proceeds. If the Fund recognizes gain on these sales, this generally
will cause the Fund to recognize gain it might not otherwise have recognized,
or to recognize such gain sooner than would otherwise be required if it were to
distribute portfolio securities in-kind. The Fund generally intends to distribute these
gains to shareholders to avoid being taxed on this gain at the Fund level and
otherwise comply with the special tax rules that apply to it. This strategy may cause
shareholders to be subject to tax on gains they would not otherwise be subject
to, or at an earlier date than, if they had made an investment in a different ETF.
Moreover, cash transactions may have to be carried out over several days if the
securities market is relatively illiquid and may involve considerable brokerage fees
and taxes. These brokerage fees and taxes, which will be higher than if the Fund
sold and redeemed its shares principally in-kind, could be imposed on the Fund and
thus decrease the Fund’s NAV to the extent they are not offset by the creation and
redemption transaction fees paid by purchasers and redeemers of Creation Units.
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International Closed Market Trading

To the extent that the underlying securities held by the Fund trade on an exchange
that is closed when the securities exchange on which the Fund shares list and trade
is open, there may be market uncertainty about the stale security pricing (i.e., the
last quote from its closed foreign market) resulting in premiums or discounts to NAV
that may be greater than those experienced by other ETFs.

Exclusion of Investment Manager from Commodity Pool
Operator Definition

With respect to the Fund, the investment manager has claimed an exclusion from
the definition of “commodity pool operator” (CPO) under the Commodity Exchange
Act (CEA) and the rules of the Commodity Futures Trading Commission (CFTC)
and, therefore, is not subject to CFTC registration or regulation as a CPO. In
addition, with respect to the Fund, the investment manager is relying upon a related
exclusion from the definition of “commodity trading advisor” (CTA) under the CEA
and the rules of the CFTC.
The terms of the CPO exclusion require the Fund, among other things, to adhere
to certain limits on its investments in commodity futures, commodity options and
swaps, which in turn include non-deliverable currency forward contracts, as further
described in the Fund’s Statement of Additional Information (SAI). Because the
investment manager and the Fund intend to comply with the terms of the CPO
exclusion, the Fund may, in the future, need to adjust its investment strategies,
consistent with its investment goal, to limit its investments in these types of
instruments. The Fund is not intended as a vehicle for trading in the commodity
futures, commodity options, or swaps markets. The CFTC has neither reviewed nor
approved the investment manager’s reliance on these exclusions, or the Fund, its
investment strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic conditions are
unfavorable for investors, the investment manager may invest up to 100% of the
Fund’s assets in a temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high quality short-term
investments. Temporary defensive investments generally may include short-term
U.S. government securities, high grade commercial paper, bank obligations,
repurchase agreements, money market fund shares (including shares of an
affiliated money market fund), and other money market instruments. The investment
manager also may invest in these types of securities or hold cash while looking for
suitable investment opportunities, to maintain liquidity or to segregate on the Fund’s
books in connection with its derivative strategies. With respect to the Franklin
Liberty Investment Grade Corporate ETF, the investment manager may also
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invest in longer-term U.S. Treasury securities while looking for suitable investment
opportunities. In these circumstances, the Fund may be unable to achieve its
investment goal.
More detailed information about the Fund and its policies and risks can be found in
the Fund’s Statement of Additional Information (SAI).
A description of the Fund’s policies and procedures regarding the release of
portfolio holdings information is also available in the Fund’s SAI. Portfolio holdings
information can be viewed online at franklintempleton.com.

Management
Franklin Advisers, Inc. (Advisers), One Franklin Parkway, San Mateo, CA 944031906, is the Fund’s investment manager. Advisers is a wholly owned subsidiary of
Franklin Resources, Inc. Together, Advisers and its affiliates manage, as of June 30,
2020, over $622 billion in assets, and have been in the investment management
business since 1947.
With respect to Franklin Liberty Investment Grade Corporate ETF, under a separate
agreement with Advisers, Franklin Templeton Institutional, LLC (FT Institutional),
280 Park Avenue, New York, New York 10017, serves as the Fund’s sub-advisor.
FT Institutional provides Advisers with investment management advice (which
may include research and analysis services). FT Institutional is a wholly owned
subsidiary of Resources. For purposes of the Fund’s investment strategies,
techniques and risks, the term “investment manager” includes the sub-advisor.

Franklin Liberty U.S. Low Volatility ETF

The Fund is managed by a dedicated professional. The portfolio manager of the
Fund is as follows:
Todd Brighton, CFA Portfolio Manager of Advisers
Mr. Brighton has been a portfolio manager of the Fund since inception. He has final
authority over all aspects of the Fund’s investment portfolio, including but not limited
to, purchases and sales of individual securities, portfolio risk assessment, and the
management of daily cash balances in accordance with anticipated investment
management requirements. The degree to which he may perform these functions,
and the nature of these functions, may change from time to time. He joined Franklin
Templeton Investments in 2000.

Franklin Liberty Investment Grade Corporate ETF

The Fund is managed by a team of dedicated professionals. The portfolio managers
of the team are as follows:
Marc Kremer, CFA Portfolio Manager of FT Institutional
Mr. Kremer has been a portfolio manager of the Fund since inception. He joined
Franklin Templeton Investments in 2003.
Shawn Lyons, CFA Portfolio Manager of Advisers
Mr. Lyons has been a portfolio manager of the Fund since inception. He joined
Franklin Templeton Investments in 1996.
Thomas Runkel, CFA Vice President of Advisers
Mr. Runkel has been a portfolio manager of the Fund since October 2019. He first
joined Franklin Templeton in 1983 and rejoined again in 2006.
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Pururav Thoutireddy, Ph.D. Portfolio Manager of Advisers
Dr. Thoutireddy has been a portfolio manager of the Fund since October 2019.
He joined Franklin Templeton in 2015. Prior to joining Franklin Templeton, Dr.
Thoutireddy was Senior Financial Engineer with Calypso Technology Inc. and
Moody Analytics.

Non-routine expenses or costs include those relating to litigation, indemnification,
reorganizations and liquidations.
A discussion regarding the basis for the board of trustees approving the investment
management contract of the Fund is available in the Fund’s semi-annual report to
shareholders for the six-month period ended September 30.

Messrs. Kremer, Lyons, Runkel and Thoutireddy are jointly and primarily
responsible for the day-to-day management of the Fund’s portfolio. They have
equal authority over all aspects of the Fund’s investment portfolio, including, but not
limited to, purchases and sales of individual securities, portfolio risk assessment,
and the management of daily cash balances in accordance with anticipated
investment management requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these functions, may change from
time to time.
CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about portfolio manager
compensation, other accounts that they manage and their ownership of
Fund shares.
The Fund pays Advisers a fee for managing the Fund’s assets. Effective October
1, 2019, the Franklin Liberty U.S. Low Volatility ETF’s investment management fee
was reduced, as approved by the board of trustees. Prior to October 1, 2019, the
Franklin Liberty U.S. Low Volatility ETF paid the investment manager a fee equal
to an annual rate of 0.50% of the value of its average daily net assets. Effective
October 1, 2019, the Franklin Liberty U.S. Low Volatility ETF pays the investment
manager a fee equal to an annual rate of 0.29% of the value of its average daily net
assets. For the fiscal year ended March 31, 2020, each Fund’s effective investment
management fee rate based on average daily net assets was as follows:
Franklin Liberty U.S. Low Volatility ETF

0.33%1

Franklin Liberty Investment Grade Corporate ETF

0.52%2

1. After waivers (discussed below), the Fund’s management fees for the fiscal year ended March 31, 2020 were 0.09%.
2. After waivers (discussed below), the Fund’s management fees for the fiscal year ended March 31, 2020 were 0.06%.

Manager of Managers Structure

The investment manager and the Trust have received an exemptive order from
the SEC that allows the Fund to operate in a “manager of managers” structure
whereby the investment manager can appoint and replace both wholly-owned
and unaffiliated sub-advisors, and enter into, amend and terminate sub-advisory
agreements with such sub-advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers Structure). The Fund
will, however, inform shareholders of the hiring of any new sub-advisor within 90
days after the hiring. The SEC exemptive order provides the Fund with greater
flexibility and efficiency by preventing the Fund from incurring the expense and
delays associated with obtaining shareholder approval of such sub-advisory
agreements.
The use of the Manager of Managers Structure with respect to the Fund is
subject to certain conditions that are set forth in the SEC exemptive order. Under
the Manager of Managers Structure, the investment manager has the ultimate
responsibility, subject to oversight by the Fund’s board of trustees, to oversee
sub-advisors and recommend their hiring, termination and replacement. The
investment manager will also, subject to the review and approval of the Fund’s
board of trustees: set the Fund’s overall investment strategy; evaluate, select
and recommend sub-advisors to manage all or a portion of the Fund’s assets;
and implement procedures reasonably designed to ensure that each sub-advisor
complies with the Fund’s investment goal, policies and restrictions. Subject to
review by the Fund’s board of trustees, the investment manager will allocate and,
when appropriate, reallocate the Fund’s assets among sub-advisors and monitor
and evaluate the sub-advisors’ performance.

Advisers pays FT Institutional for its services.
Advisers has agreed to waive or limit its fees and to assume as its own certain
expenses otherwise payable by the Fund so that expenses (including acquired
fund fees and expenses (such as those associated with the Fund’s investment in
a Franklin Templeton money fund), but excluding certain non-routine expenses or
costs) do not exceed the following levels until July 31, 2021:
Franklin Liberty U.S. Low Volatility ETF

0.29%

Franklin Liberty Investment Grade Corporate ETF

0.35%
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Distributions and Taxes
The information is provided with respect to each Fund (hereafter “the Fund”).

Income and Capital Gain Distributions

As a regulated investment company, the Fund generally pays no federal income
tax on the income and gains it distributes to you. Franklin Liberty U.S. Low
Volatility ETF intends to pay income dividends quarterly from its net investment
income. Franklin Liberty Investment Grade Corporate ETF intends to pay income
dividends monthly from its net investment income. Capital gains, if any, may be
paid at least annually. The Fund may distribute income dividends and capital gains
more frequently, if necessary, in order to reduce or eliminate federal excise or
income taxes on the Fund. The amount of any distribution will vary, and there is no
guarantee the Fund will pay either income dividends or capital gain distributions.
Distributions in cash may be reinvested automatically in additional whole Fund
shares only if the broker through whom you purchased the shares makes such
option available.
Annual statements. After the close of each calendar year, you will receive tax
information from the broker with respect to the federal income tax treatment of the
Fund’s distributions and any taxable sales of Fund shares occurring during the prior
calendar year. You may receive revised tax information if the Fund must reclassify
its distributions or the broker must adjust the cost basis of any covered shares
sold after you receive your tax information. Distributions declared in December to
shareholders of record in such month and paid in January are taxable as if they
were paid in December. Additional tax information about the Fund’s distributions is
available at franklintempleton.com.
Avoid “buying a dividend.” At the time you purchase your Fund shares, the
price of the shares may reflect undistributed income, undistributed capital gains,
or net unrealized appreciation in the value of the portfolio securities held by the
Fund. For taxable investors, a subsequent distribution to you of such amounts,
although constituting a return of your investment, would be taxable. Buying shares
in the Fund just before it declares an income dividend or capital gain distribution is
sometimes known as “buying a dividend.”

Tax Considerations

If you are a taxable investor, Fund distributions are generally taxable to you as
ordinary income, capital gains or some combination of both. This is the case
whether you reinvest your distributions in additional Fund shares or receive them
in cash.
Dividend income. Income dividends are generally subject to tax at ordinary rates.
Income dividends reported by the Fund as qualified dividend income may be subject
to tax by individuals at reduced long-term capital gains tax rates provided certain
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holding period requirements are met. Because Franklin Liberty Investment Grade
Corporate ETF invests primarily in debt securities, it is expected that either none or
only a small portion of the Fund’s income dividends may be qualified dividends. A
return-of-capital distribution is generally not taxable but will reduce the cost basis of
your shares, and will result in a higher capital gain or a lower capital loss when you
later sell your shares.
Capital gains. Fund distributions of short-term capital gains are also subject to
tax at ordinary rates. Fund distributions of long-term capital gains are taxable at
the reduced long-term capital gains rates no matter how long you have owned your
Fund shares. For single individuals with taxable income not in excess of $40,000 in
2020 ($80,000 for married individuals filing jointly), the long-term capital gains tax
rate is 0%. For single individuals and joint filers with taxable income in excess of
these amounts but not more than $441,450 or $496,600, respectively, the long-term
capital gains tax rate is 15%. The rate is 20% for single individuals with taxable
income in excess of $441,450 and married individuals filing jointly with taxable
income in excess of $496,600. An additional 3.8% Medicare tax may also be
imposed as discussed below.
Sales of exchange-listed shares. Currently, any capital gain or loss realized on
the sale of Fund shares generally is treated as long-term capital gain or loss if the
shares have been held for more than one year and as short-term capital gain or loss
if the shares have been held for one year or less.
Cost basis reporting. Contact the broker through whom you purchased your
Fund shares to obtain information with respect to the available cost basis reporting
methods and elections for your account.
Taxes on creation and redemption of creation units. An Authorized Participant
who exchanges securities for Creation Units generally will recognize a gain or loss.
The gain or loss will be equal to the difference between the market value of the
Creation Units at the time of purchase and the exchanger’s aggregate basis in the
securities surrendered plus any cash paid for the Creation Units. An Authorized
Participant who exchanges Creation Units for securities will generally recognize a
gain or loss equal to the difference between the exchanger’s basis in the Creation
Units and the aggregate market value of the securities and the amount of cash
received. The Internal Revenue Service, however, may assert that a loss realized
upon an exchange of securities for Creation Units cannot be deducted currently
under the rules governing “wash sales,” or on the basis that there has been no
significant change in economic position. Authorized Participants exchanging
securities should consult their own tax advisor with respect to whether wash sale
rules apply and when a loss might be deductible.
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Authorized Participants that create or redeem Creation Units will be sent a
confirmation statement showing how many shares they purchased or sold and at
what price.
Under current federal tax laws, any capital gain or loss realized upon a redemption
of Creation Units is generally treated as long-term capital gain or loss if the shares
have been held for more than one year and as a short-term capital gain or loss if the
shares have been held for one year or less.
If the Fund redeems Creation Units in part or entirely in cash, it may recognize more
capital gains than it will if it redeems Creation Units in-kind.
Medicare tax. An additional 3.8% Medicare tax is imposed on certain net
investment income (including ordinary dividends and capital gain distributions
received from the Fund and net gains from the sales of Fund shares) of U.S.
individuals, estates and trusts to the extent that such person’s “modified adjusted
gross income” (in the case of an individual) or “adjusted gross income” (in the case
of an estate or trust) exceeds a threshold amount. Any liability for this additional
Medicare tax is reported on, and paid with, your federal income tax return.

Other reporting and withholding requirements. Payments to a shareholder
that is either a foreign financial institution or a non-financial foreign entity within the
meaning of the Foreign Account Tax Compliance Act (FATCA) may be subject to a
30% withholding tax on income dividends paid by the Fund. The FATCA withholding
tax generally can be avoided by such foreign entity if it provides the broker, and
in some cases, the IRS, information concerning the ownership of certain foreign
financial accounts or other appropriate certifications or documentation concerning
its status under FATCA. In order to comply with these requirements, information
about a shareholder in the Fund may be disclosed to the IRS, non-U.S. taxing
authorities or other parties as necessary to comply with FATCA.
Other tax information. This discussion of “Distributions and Taxes” is for general
information only and is not tax advice. You should consult your own tax advisor
regarding your particular circumstances, and about any federal, state, local and
foreign tax consequences before making an investment in the Fund. Additional
information about the tax consequences of investing in the Fund may be found in
the SAI.

Backup withholding. A shareholder may be subject to backup withholding on
any distributions of income, capital gains, or proceeds from the sale of Fund shares
if the shareholder has provided either an incorrect tax identification number or no
number at all, is subject to backup withholding by the IRS for failure to properly
report payments of interest or dividends, has failed to certify that the shareholder is
not subject to backup withholding, or has not certified that the shareholder is a U.S.
person (including a U.S. resident alien). The backup withholding rate is currently
24%. State backup withholding may also apply.
State and local taxes. Distributions of ordinary income and capital gains,
and gains from the sale of your Fund shares, are generally subject to state and
local taxes.
Non-U.S. investors. Non-U.S. investors may be subject to U.S. withholding
tax at 30% or a lower treaty rate on Fund dividends of ordinary income. Non-U.S.
investors may be subject to U.S. estate tax on the value of their shares. They are
subject to special U.S. tax certification requirements to avoid backup withholding,
claim any exemptions from withholding and claim any treaty benefits. Exemptions
from U.S. withholding tax are generally provided for capital gains realized on the
sale of Fund shares, capital gain dividends paid by the Fund from net long-term
capital gains, short-term capital gain dividends paid by the Fund from net short-term
capital gains and interest-related dividends paid by the Fund from its qualified net
interest income from U.S. sources. However, notwithstanding such exemptions
from U.S. withholding tax at source, any such dividends and distributions of income
and capital gains will be subject to backup withholding at a rate of 24% if you fail to
properly certify that you are not a U.S. person.
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Financial Highlights

Franklin Liberty U.S. Low Volatility ETF

The Financial Highlights present the Fund’s financial performance for the past five
years or since its inception. Certain information reflects financial results for a single
Fund share. The total returns represent the rate that an investor would have earned
or lost on an investment in the Fund assuming reinvestment of dividends and capital
gains. This information has been audited by PricewaterhouseCoopers LLP, an
independent registered public accounting firm, whose report, along with the Fund’s
financial statements, are included in the annual report, which is available upon
request.

Year Ended March 31,

2020

2019

2018

2017a

$33.61

$30.03

$26.97

$25.05

Net investment incomec

0.64

0.52

0.45

0.23

Net realized and unrealized gains (losses)

(2.84)

3.88

3.06

1.87

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year
Income from investment operations:b

Total from investment operations

(2.20)

4.40

3.51

2.10

Less distributions from net investment income

(0.48)

(0.47)

(0.45)

(0.18)

Net realized gains

—

(0.35)

—

—

$30.93

$33.61

$30.03

$26.97

(6.74)%

14.98%

13.08%

8.40%

Expenses before waiver and payments by affiliates

0.57%

1.12%

2.11%

2.96%

Expenses net of waiver and payments by affiliates

0.33%

0.50%

0.50%

0.50%

Net investment income

1.75%

1.64%

1.56%

1.69%

Net assets, end of year (000’s)

$74,223

$13,443

$6,005

$5,393

Portfolio turnover ratef

32.61%g

46.90%

65.68%

12.55%

Net asset value, end of year
Total returnd
Ratios to average net assetse

Supplemental data

a. For the period September 20, 2016 (commencement of operations) to March 31, 2017.
b. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual
report for the period due to the timing of sales and repurchases of Creation Unit Fund shares in relation to income earned and/or
fluctuating fair value of the investments of the Fund.
c. Based on average daily shares outstanding.
d. Total return is not annualized for periods less than one year. Total return is calculated assuming an initial investment made at the
net asset value at the beginning of the period, reinvestment of all dividends and distributions at net asset value during the period, and
redemption at net asset value on the last day of the period.
e. Ratios are annualized for periods less than one year.
f. Portfolio turnover rate includes portfolio transactions that are executed as a result of the Fund offering and redeeming Creation
Units solely for cash (“Cash creations”).
g. Portfolio turnover rate excluding cash creations for the year ended March 31, 2020 was as follows: 32.61%.
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Shareholder Information

Franklin Liberty Investment Grade Corporate ETF
Year Ended March 31,

2020

2019

2018

2017a

$24.09

$23.97

$24.21

$25.00

Net investment incomec

0.73

0.82

0.80

0.32

Net realized and unrealized gains (losses)

0.27

0.21

(0.22)

(0.78)

1.00

1.03

0.58

(0.46)

Net investment income

(0.81)

(0.91)

(0.82)

(0.33)

Net realized gains

(0.06)

—

—

—

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year
Income from investment operations:b

Total from investment operations
Less distributions from:

(0.87)

(0.91)

(0.82)

(0.33)

Net asset value, end of year

Total distributions

$24.22

$24.09

$23.97

$24.21

Total returnd

4.02%

4.46%

2.38%

(1.83)%

Expenses before waiver and payments by affiliates

0.58%

1.07%

1.04%

1.06%

Expenses net of waiver and payments by affiliates

0.35%

0.35%

0.37%

0.40%

Net investment income

2.86%

3.49%

3.27%

2.76%

$553,338

$18,065

$39,554

$53,268

52.17%g

22.02%

63.14%

17.85%

Ratios to average net assetse

Supplemental data
Net assets, end of year (000’s)
Portfolio turnover ratef

a. For the period October 3, 2016 (commencement of operations) to March 31, 2017.
b. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual
report for the period due to the timing of sales and repurchases of Creation Unit Fund shares in relation to income earned and/or
fluctuating fair value of the investments of the Fund.
c. Based on average daily shares outstanding.
d. Total return is not annualized for periods less than one year. Total return is calculated assuming an initial investment made at the
net asset value at the beginning of the period, reinvestment of all dividends and distributions at net asset value during the period, and
redemption at net asset value on the last day of the period.
e. Ratios are annualized for periods less than one year.
f. Portfolio turnover rate includes portfolio transactions that are executed as a result of the Fund offering and redeeming Creation
Units solely for cash (“Cash creations”).
g. Portfolio turnover rate excluding cash creations for the year ended March 31, 2020 was as follows: 52.17%.
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Buying and Selling Shares
Shares of the Fund may be acquired or redeemed directly from the Fund only in
Creation Units or multiples thereof, as discussed in the Creations and Redemptions
section of this prospectus. Only an Authorized Participant may engage in creation
or redemption transactions directly with the Fund. Once created, shares of the Fund
generally trade in the secondary market in amounts less than a Creation Unit.
Shares of the Fund are listed on a national securities exchange for trading during
the trading day. Shares can be bought and sold throughout the trading day like
shares of other publicly traded companies. The Franklin Templeton ETF Trust
(Trust) does not impose any minimum investment for shares of the Fund purchased
on an exchange. Shares of the Fund trade under the following symbol:
Fund

Symbol

Franklin Liberty U.S. Low Volatility ETF

FLLV

Franklin Liberty Investment Grade Corporate ETF

FLCO

Buying or selling Fund shares on an exchange involves two types of costs that
may apply to all securities transactions. When buying or selling shares of the Fund
through a broker, you will likely incur a brokerage commission or other charges
determined by your broker. The commission is frequently a fixed amount and may
be a significant proportional cost for investors seeking to buy or sell small amounts
of shares. In addition, you may incur the cost of the “spread,” that is, any difference
between the bid price and the ask price. The spread varies over time for shares of
the Fund based on the Fund’s trading volume and market liquidity, and is generally
lower if the Fund has a lot of trading volume and market liquidity, and higher if the
Fund has little trading volume and market liquidity.
The board of trustees has not adopted a policy of monitoring for frequent purchases
and redemptions of Fund shares (frequent trading) that appear to attempt to take
advantage of a potential arbitrage opportunity presented by a lag between a
change in the value of the Fund’s portfolio securities after the close of the primary
markets for the Fund’s portfolio securities and the reflection of that change in the
Fund’s NAV (market timing), because the Fund generally sells and redeems its
shares directly through transactions that are in-kind and/or for cash, subject to
the conditions described below under Creations and Redemptions. The board of
trustees has not adopted a policy of monitoring for frequent trading activity because
shares of the Fund are listed for trading on a national securities exchange.
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The Fund’s primary listing exchange is NYSE Arca, Inc., which is open for trading
Monday through Friday and is closed on weekends and the following holidays: New
Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial
Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day.
Section 12(d)(1) of the Investment Company Act of 1940 (1940 Act) restricts
investments by investment companies in the securities of other investment
companies. Registered investment companies are permitted to invest in the
Fund beyond the limits set forth in Section 12(d)(1), subject to certain terms and
conditions set forth in SEC rules or in an SEC exemptive order issued to the Trust.
In order for a registered investment company to invest in shares of the Fund beyond
the limitations of Section 12(d)(1) pursuant to the exemptive relief obtained by
the Trust, the registered investment company must enter into an agreement with
the Trust.

Book Entry
Shares of the Fund are held in book-entry form, which means that no share
certificates are issued. The Depository Trust Company (DTC) or its nominee is the
record owner of all outstanding shares of the Fund and is recognized as the owner
of all shares for all purposes.
Investors owning shares of the Fund are beneficial owners as shown on the records
of DTC or its participants. DTC serves as the securities depository for shares of
the Fund. DTC participants include securities brokers and dealers, banks, trust
companies, clearing corporations and other institutions that directly or indirectly
maintain a custodial relationship with DTC. As a beneficial owner of shares, you
are not entitled to receive physical delivery of stock certificates or to have shares
registered in your name, and you are not considered a registered owner of shares.
Therefore, to exercise any right as an owner of shares, you must rely upon the
procedures of DTC and its participants. These procedures are the same as those
that apply to any other securities that you hold in book-entry or “street name” form.

Share Prices
The trading prices of the Fund’s shares in the secondary market generally differ
from the Fund’s daily NAV and are affected by market forces such as supply and
demand, economic conditions and other factors. Information regarding the intraday
value of shares of the Fund, also known as the “indicative optimized portfolio
value” (IOPV), is disseminated every 15 seconds throughout the trading day by the
national securities exchange on which the Fund’s shares are listed or by market
data vendors or other information providers. The IOPV is based on the current
market value of the securities and/or cash contained in the portfolio at the beginning
of the trading day. The IOPV does not necessarily reflect the best possible valuation
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of the current portfolio of securities held by the Fund, and may not be calculated
in the same manner as the NAV. Therefore, the IOPV should not be viewed as
a “real-time” update of the Fund’s NAV, which is computed only once a day. The
IOPV is generally determined by using both current market quotations and/or price
quotations obtained from broker-dealers that may trade in the portfolio securities
held by the Fund. The quotations of certain Fund holdings may not be updated
during U.S. trading hours if such holdings do not trade in the United States. The
Fund is not involved in, or responsible for, the calculation or dissemination of the
IOPV and makes no representation or warranty as to its accuracy.

Calculating NAV
The NAV of the Fund is determined by deducting the Fund’s liabilities from the total
assets of the portfolio. The NAV per share is determined by dividing the total NAV of
the Fund by the number of shares outstanding.
The Fund calculates the NAV per share each business day as of 1 p.m. Pacific time
which normally coincides with the close of trading on the New York Stock Exchange
(NYSE). The Fund does not calculate the NAV on days the NYSE is closed for
trading, which include New Year’s Day, Martin Luther King Jr. Day, President’s
Day, Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving
Day and Christmas Day. If the NYSE has a scheduled early close or unscheduled
early close, the Fund’s share price would still be determined as of 1 p.m. Pacific
time/4 p.m. Eastern time. The Fund’s NAV per share is readily available online at
franklintempleton.com.
When determining its NAV, the Fund values cash and receivables at their realizable
amounts, and records interest as accrued and dividends on the ex-dividend
date. The Fund generally utilizes two independent pricing services to assist in
determining a current market value for each security. If market quotations are
readily available for portfolio securities listed on a securities exchange, the Fund
values those securities at the last quoted sale price or the official closing price of the
day, respectively, or, if there is no reported sale, within the range of the most recent
quoted bid and ask prices. The Fund values over-the-counter portfolio securities
within the range of the most recent bid and ask prices. If portfolio securities trade
both in the over-the-counter market and on a stock exchange, the Fund values them
according to the broadest and most representative market. Prices received by the
Fund for securities may be based on institutional “round lot” sizes, but the Fund may
hold smaller, “odd lot” sizes. Odd lots may trade at lower prices than round lots.
Generally, trading in corporate bonds, U.S. government securities and money
market instruments is substantially completed each day at various times before
1 p.m. Pacific time. The value of these securities used in computing the NAV is
determined as of such times. Occasionally, events affecting the values of these
franklintempleton.com
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securities may occur between the times at which they are determined and 1 p.m.
Pacific time that will not be reflected in the computation of the NAV. The Fund relies
on third-party pricing vendors to provide evaluated prices that reflect current fair
market value at 1 p.m. Pacific time.

Fair Valuation – Individual Securities

The Fund has procedures, approved by the board of trustees, to determine the
fair value of individual securities and other assets for which market prices are
not readily available (such as certain restricted or unlisted securities and private
placements) or which may not be reliably priced (such as in the case of trade
suspensions or halts, price movement limits set by certain foreign markets, and
thinly traded or illiquid securities). Some methods for valuing these securities may
include: fundamental analysis (earnings multiple, etc.), matrix pricing, discounts
from market prices of similar securities, or discounts applied due to the nature and
duration of restrictions on the disposition of the securities. The board of trustees
oversees the application of fair value pricing procedures.
The application of fair value pricing procedures represents a good faith
determination based upon specifically applied procedures. There can be no
assurance that the Fund could obtain the fair value assigned to a security if it were
able to sell the security at approximately the time at which the Fund determines its
NAV per share.

Security Valuation – Corporate Debt Securities

Corporate debt securities generally trade in the over-the-counter market rather
than on a securities exchange. The Fund may value these portfolio securities by
utilizing quotations from bond dealers, information with respect to bond and note
transactions and may rely on independent pricing services to assist in determining
a current market value for each security. The Fund’s pricing services may utilize
independent quotations from bond dealers and bond market activity to determine
current value.

Security Valuation – Foreign Securities – Computation of U.S.
Equivalent Value

The Fund generally determines the value of a foreign security as of the close of
trading on the foreign stock exchange on which the security is primarily traded,
or as of 1 p.m. Pacific time, if earlier. With respect to Franklin Liberty U.S. Low
Volatility ETF, the value of a foreign security is then converted into its U.S. dollar
equivalent at the foreign exchange rate in effect at 4 p.m. London time on the day
that the value of the foreign security is determined. With respect to Franklin Liberty
Investment Grade Corporate ETF, the value of a foreign security held by the Fund
is converted into its U.S. dollar equivalent at the foreign exchange rate in effect at 1
p.m. Pacific time on the day that the value of the foreign security is determined. If no
56

Prospectus

franklintempleton.com

sale is reported at 1 p.m. Pacific time, the foreign security will be valued within the
range of the most recent quoted bid and ask prices. Occasionally events (such as
repatriation limits or restrictions) may impact the availability or reliability of foreign
exchange rates used to convert the U.S. dollar equivalent value. If such an event
occurs, the foreign exchange rate will be valued at fair value using procedures
established and approved by the Board of Trustees.

Security Valuation – Foreign Securities – Potential Impact of
Time Zones and Market Holidays

Trading in securities on foreign securities stock exchanges and over-the-counter
markets, such as those in Europe and Asia, may be completed well before 1 p.m.
Pacific time. Occasionally, events occur between the time at which trading in a
foreign security is completed and 1 p.m. Pacific time that might call into question the
availability (including the reliability) of the value of a foreign portfolio security held by
the Fund. In accordance with procedures established and approved by the Fund’s
board of trustees, the investment manager monitors for significant events following
the close of trading in foreign stock markets.
In the event the investment manager identifies a significant event, the investment
manager will measure price movements using a series of country specific market
proxies (such as baskets of American Depositary Receipts, futures contracts
and ETFs) against established trigger thresholds for each specific market proxy
to assist in determining if the significant event calls into question the availability
(including the reliability) of the values of foreign securities between the times at
which they are determined on their primary trading market and 1 p.m. Pacific time.
If such trigger thresholds are exceeded, the foreign securities may be valued
using fair value procedures established and approved by the board of trustees. In
certain circumstances these procedures include the use of independent pricing
services. The intended effect of applying fair value pricing is to compute an NAV
that accurately reflects the value of the Fund’s portfolio at the time that the NAV is
calculated.
In addition, trading in foreign portfolio securities generally, or in securities markets
in a particular country or countries, may not take place on every NYSE business
day. Furthermore, trading takes place in various foreign markets on days that are
not business days for the NYSE, and on which the Fund’s NAV is not calculated (in
which case, the NAV of the Fund’s shares may change on days when shareholders
will not be able to purchase or sell Fund shares). Thus, the calculation of the Fund’s
NAV does not take place contemporaneously with the determination of the prices of
many of the foreign portfolio securities used in the calculation. If significant events
affecting the last determined values of these foreign securities occur (determined
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through the monitoring process described above), the securities may be valued
at fair value determined in good faith in accordance with the Fund’s fair value
procedures established and approved by the board of trustees.

Creations and Redemptions
Prior to trading in the secondary market, shares of the Fund are “created” at NAV
by market makers, large investors and institutions only in block-size Creation Units
of 50,000 shares or multiples thereof. All orders to purchase Creation Units must be
placed by or through an “Authorized Participant” that has entered into an authorized
participant agreement (AP Agreement) with Franklin Templeton Distributors, Inc.
(Distributors), an affiliate of Advisers. Only an Authorized Participant may create or
redeem Creation Units directly with the Fund.
A creation transaction, which is subject to acceptance by Distributors or its agents,
generally takes place when an Authorized Participant deposits into the Fund a
designated portfolio of securities and/or cash (which may include cash in lieu of
certain securities) in exchange for a specified number of Creation Units. With
respect to Franklin Liberty Investment Grade Corporate ETF, these deposits are
generally in cash.
Similarly, shares of the Fund can be redeemed only in Creation Units, generally for
a designated portfolio of securities and/or cash (which may include cash in lieu of
certain securities). With respect to Franklin Liberty Investment Grade Corporate
ETF, redemptions are generally in cash, although the Fund reserves the right to
meet redemptions on an in-kind basis. Except when aggregated in Creation Units,
shares are not redeemable by the Fund.
The prices at which creations and redemptions occur are based on the next
calculation of NAV after a creation or redemption order is received in an acceptable
form under the AP Agreement. The portfolio of securities required for purchase of
a Creation Unit is generally the same as the portfolio of securities the Fund will
deliver upon redemption of Fund shares, except under certain circumstances.
The designated portfolio of securities in connection with a purchase or redemption
of a Creation Unit generally will correspond pro rata, except under certain
circumstances, to the securities held by the Fund.
As a result of any system failure or other interruption, creation or redemption orders
either may not be executed according to the Fund’s instructions or may not be
executed at all, or the Fund may not be able to place or change such orders.
Creations and redemptions must be made through a firm that is either a brokerdealer or other participant in the Continuous Net Settlement System of the National
Securities Clearing Corporation or a DTC participant and, in either case, has
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executed an AP Agreement with Distributors. Information about the procedures
regarding creations and redemptions of Creation Units (including the cut-off times
for receipt of creation and redemption orders) is included in the Fund’s SAI.
Because new shares may be created and issued on an ongoing basis, at any
point during the life of the Fund a “distribution,” as such term is used in the 1933
Act, may be occurring. Broker-dealers and other persons are cautioned that some
activities on their part may, depending on the circumstances, result in their being
deemed participants in a distribution in a manner that could render them statutory
underwriters and subject to the prospectus delivery and liability provisions of
the 1933 Act. Any determination of whether one is an underwriter must take into
account all the relevant facts and circumstances of each particular case.
Broker-dealers should also note that dealers who are not “underwriters” but are
participating in a distribution (as contrasted to ordinary secondary transactions),
and thus dealing with shares that are part of an “unsold allotment” within the
meaning of Section 4(a)(3)(C) of the 1933 Act, would be unable to take advantage
of the prospectus delivery exemption provided by Section 4(a)(3) of the 1933
Act. For delivery of prospectuses to exchange members, the prospectus delivery
mechanism of Rule 153 under the 1933 Act is available only with respect to
transactions on a national securities exchange.

Premium/Discount Information
Information regarding how often the shares of the Fund traded on NYSE Arca, Inc.
at a price above (at a premium) or below (at a discount) the NAV of the Fund can be
found at franklintempleton.com.

Delivery of Shareholder Documents - Householding
You will receive the Fund’s financial reports every six months as well as an annual
updated prospectus. Householding for the Fund is available through certain brokerdealers. Householding is a process in which related shareholders in a household
will be sent only one copy of the financial reports and prospectus. You may contact
your broker-dealer to enroll in householding. Once enrolled, this process will
continue indefinitely unless you instruct your broker-dealer otherwise. If you prefer
not to have these documents householded, please contact your broker-dealer. At
any time you may view current prospectuses and financial reports on our website.

Distribution
Distributors or its agents distribute Creation Units for the Fund on an agency
basis. Distributors does not maintain a secondary market in shares of the Fund.
Distributors is an affiliate of Advisers.
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The board of trustees has adopted a distribution plan, sometimes known as a
Rule 12b‑1 plan, that allows the Fund to pay distribution fees of up to 0.25% per
year, to those who sell and distribute Fund shares and provide other services to
shareholders. However, the board of trustees has determined not to authorize
payment of a Rule 12b‑1 plan fee at this time.
Because these fees are paid out of the Fund’s assets on an ongoing basis, to the
extent that a fee is authorized, over time these fees will increase the cost of your
investment and may cost you more than paying other types of sales charges.
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FOR MORE INFORMATION
You can learn more about the Fund in the following documents:
Annual/Semiannual Report to Shareholders
Includes a discussion of recent market conditions and Fund strategies that
significantly affected Fund performance during its last fiscal year, financial
statements, detailed performance information, portfolio holdings and, in the
annual report only, the independent registered public accounting firm’s report.
Statement of Additional Information (SAI)
Contains more information about the Fund, its investments and policies. It is
incorporated by reference (is legally a part of this prospectus).
For a free copy of the current annual/semiannual report or the SAI, please
contact your investment representative or call us at the number below. You
also can view the current annual/semiannual report and the SAI online through
franklintempleton.com.
Reports and other information about the Fund are available on the EDGAR
Database on the SEC’s Internet site at http://www.sec.gov, and copies of this
information may be obtained, after paying a duplicating fee, by electronic
request at the following email address: publicinfo@sec.gov.
Individual investors should contact their financial advisor or broker dealer
representative for more information about Franklin Templeton ETFs.
Financial Professionals should call (800) DIAL BEN®/342-5236.
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